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Transmitted herewith is the February Market Report ofthe Dammam Branch 
of the Netherland Trading Society to the Bank's home office, This report is 
supplied by the bank manager to the Consulate General on a confidential basis 
and should be treated as Official Use Only. 


SUMMARY 
Prices of imported foodstuffs dropped when large shipments were received. 
to 1,547,187 barrels per day. Facilities are working at or near top capacity. 


(The Consulate General understands that present facilities can be pushed to about 
1,700,000 barrels per day.) 


— 
a 
Aramco's daily production was up 7.7 per cent over January's record figure eS 
8) 
tot 


38,351 tons of goods were offloaded at Dammam port between December:28, 1960, 
and January 17, 1961. Thirty ships discharged cargo but the number of ships at 
the pier increased from six to nine. ag 


Allocations made from the budget item for new projects are Listed, aaa 
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Exchange 


Sama remained steady sellers of US Dollars at 4.50, the Sama selling 
rate for Sterling dropped from 12,63 to 12.582 at the end of the month. 
Lebanese Pounds were very steady, there was some demand from brokers for 
TeT. Bombaye : 


Trade 

Prices of imported foodstuffs dropped during the month when large 
quantities of rice and flour arrived, the quotation for sugar fell when 
large imports of Czech sugar arrived. 


Quotations of various commodities were as follows: 


November December January February 


Flour (American) (per 100 lbs) Ris. 15.50 19. 20e~ 18.=— 
Rice (per 100 kgs) a 52e> 51.250 51.50 50o= 
Sugar (per 100 kgs) "  67—= 660: 66e= 60.= 
Coffee (per 168 lbs) "  330.— 330—= 330—e= 3300 
Tea (per 25 lbs) "U5 = T5= 5 e= T5 = 
Iron bars — ( "1000 kgs) " 660,= 66.~ 640.— 640.= 


Cement (Egyptian) (per 100 bags) " 550e- 5500 525 = 525e= 


Qil_ production 


Aramco oib production in February amounted to 43.321.239 barrels (or 
50776165 metric tons) as against 44.536.549 barrels in the previous month, 
The average daily production is constantly rising and went up from 1.436.663 
barrels a day in January to 1.547e187 barrels a day (206.291 tons), all pipelines 
and the Ras Tanura refinery and port facilities are now working at or near top 
capacitye 


DSHStH tanker to be loaded at the 


The Caltex Dutch tanker "Delft" was the Dy 
Ras Tanura loading terminal on 22nd Februarye~ 
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Shipping 


It is expected that the four extra berths in the Dammam port will be 
ready by the middle of this year, so that then six berths will be available 
for ships discharging cargoes. 


During Rajab (18/12/60 - 17/1/61) the following goods were offloaded at 
Dammam port: 


Timber 19010 tons. Wheat 1540 tons 
Steel pipes - 2020 +" Flour 156 " 
Cement 2167" Rice 4021 " 
Cars, trucksymachines 280 " Sugar 2656 " 
var, goods él2a. so" Tea 380 " 


On the 1st Rajab 6 ships were at anchor at Dammam pier, during Rajab 
33 ships arrived and 30 ships discharged their cargoeso 
Ggneral 


In the beginning of February HM. King Saud paid a short visit to Dammam 
upon returning from his visit to the Ruler of Qatar. 


A Royal decree was published allocating an extra 35 million Riyals to 
development projects, against expected higher income from oil 


Furthermore the cabinet of ministers decided to disburse the economic 
development allocations in the budget for 1380/81 as follows: 


Rlse 6.000.000.— Riyadh water schemes 
" 32000.000.=— First stage construction-road_Riyadh=Hayit 


7 2.000,000.= First stage construction road Jidda-Qat OGM 
Me 22000.000.~ First stage Yanboo port scheme —_—— 


Rise 132.000.2000 .= 


The cabinet has decided as well to disburse the following allocations in 
execution of the proposed schemes, allotments of which will be madecout of the new 


works :- 


Rise 1.600,000.- Supreme Art Institute , 
m 500.000e= General Administration Institute 
" 2252000 e= Research of diseases settling in the waters of the Kingdom 
ut 41.6.675e- First instalment of buying the Hospital of Dr. Khalid Idris 
at Jeddah 
. 1,811.858.— Scheme of Exploration of Mines & establishing Division of 
the meteorophotography. 
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Rls. 90.000.- Wireless appliances for the Ambulance Personnel for 

the Health Cars - pilgrim season works, 

" 4,00 000 0~ Expansion of the automatic telephone network at Jedda 

"32000 .000.= Establishing a plant for cement sleepers 

" 500.000.= Covering some parts of the Railroad between Riyadh and 
Dammam. (Presumably with asphalt to prevent roadbed from 

blowing away and to inhibit the collection of 
sand on tracks.) 
" 15.076 .9420~ The schemes of the Riyadh Municipality including opening, 
' Lightening (sic) & asphalting roads and establishing 

drainage network, etce 

" — 10.000.000.= The schemes of the Jedda Municipality including establishing 
the sea-road and opening two main roads, 

" 6.521.190. Sigdlar schemes for Medina 

" 3_366.1400- The schemes of the capital including opening a main road, 
asphalting some roads at Mecca and to complete the lighteninge 

MN 30893.550—= The schemes of Alhasa Municipality including opening, paving 
and lightening roads, 

Nn 2.h00.000.= Similar schemes for Taif. 

" 22 500.000.= Similar schemes for Alkhobar 

wt byeC00,000.= The schemes of the Qatif Municipality, including paving, as- 
phalting and lightening the road, drilling wells & establishing 
water stations for drinking, washing and establishing modern 
markets. 

n 3-000.000.- The schemes of the Dammam Municipality including paving & 
lightening the roads, establishing sea-road and markets. 

" 698.6450= Schemes of the Kharj Municipality including some scheme 
constructions. 


RlLSe 60,000.000.= 


The Ministries & Municipalities concerned are asked to forward to the 
Supreme Council of Planning complete details in respect of the schemes mentioned 
in the allocations, 
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I = INTRODUCTION Ww ~ 


VaN 
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Continual interplay of two distinctly different civilizations determines 
to.a great. extent the day-by-day economic and social life of Saudi Arabia. 
The traditional tribal society of the Arabian Peninsula and the mechanized, 
liberal civilization introduced from the West interact upon each other in 
many sectors of lifee This conflict of civilizations will not be resolved 
completely for many generations; in the meantime it will continue’ to cause 
-a variety of frustrations and will handicap the achievement of rapid economic 
growth. Among the factors that have sprung from this conflict are an 
. excessive amount of Saudi pride and a strong xenophobia. These factors 
militate against the country's acceptance of foreign "know-how'', though such . 
expertness is needed in the worst: way,.and often. cause numerous petty 
restrictions and harassments for Potente Tiving or traveling in ee 
Couaexy 
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Ye 


a Buin ; ; : ; 
“Chtse Tap eset 
The effect. of Saudi Arabia! vi'st’: iofl revenues on je living seqndards 
of her populace has been much less than could have been recorded if some of 
the wealth wasted by the, royal family had been spent wisely. Even so, great 
progress has been: made incheypage OF 3 decades espécially ‘with respect to 
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urban construction and modernization. The nation (in particular Crown Prince 
FAISAL) must be given credit also for success in regaining a respectable financial 
stature during the years 1958-60 following several years of utter extravagance. 


A brief history of the major occurrences on the Saudi economic scene in 
1960 is in order. In May a small World Bank (IBRD) study team traveled within 
the country and later prepared an economic report with recommendations for 
development; the report was presented officially in the fall, and is expected 
to become one of the bases for the nation's future economic program. In August 
the crude oil price cuts by major international oil companies aroused a storm of 
Saudi and other Arab protests and led to formation of the Organization of Petroleum 
Exporting Countries (OPEC) designed to give the members greater influence on world 
oil affairs. In December King SAUD reassumed full powers of government and brought 
into office a new Council of Ministers that pledged to speed up the country's 
economic development without jeopardizing financial stability. As its instrument 
for coordinating economic planning and projects, the new government created a 
Supreme Planning Board with more highepowered membership and wider authority than 
the former Economic Development Committee which it replaced. While the year 
proceeded, commercial activity remained depressed, the government's external and 
internal debts were cut by perhaps a third to an easily manageable sum, and the 
country’s crude oil production trend was upward to such a degree that by early 
1961 the rate of increase was running above that of the Persian Gulf area as a 
whole for the first time in many years. 


II = PRESENT STATUS OF THE ECONOMY 


A = Availability of Resources 


Income from oil accounts almost entirely for such modern features as the 
Saudi Arabian economy exhibits and for the conspicuous consumption tastes of her 
favored sons, the royal princes, whose lavish spending provides the international 
press with most of its copy concerning the country. Just as in the last decade 
or two, Saudi Arabia's chances for further internal development and modernization 
are linked inseparably to her ability to make wise use of revenues from oil 
production. In the calendar year 1960 the Arabian American Oil Company (Aramco), 
sole producer of petroleum in Saudi Arabia proper, made gross payments to the 
government of $313 million, an increase of six percent over the 1959 total of 
$295 million. Aramco's gross payments in the 1960's fourth quarter alone exceeded 
$82 million, highest quarterly figure in the nation's history, and new records 
were confidently expected to lie ahead. (Actually, the country's oil earnings 
from Aramco are not directly comparable to production quantities on a month=by- 
month basis due to a mutually agreed eight month time lag; the company commences 
payments only in. September of a given year on oil produced in that year.) 


’ Direct payments from the Getty Oil Company also accrue to the government 
treasury. This company operating in the small but oilerich Saudi ArabiaKuwait 
Neutral Zone made gross payments to the goverument of $13.6 million in 1960, an 
increase of something over ten percent from the previous yeare A third oil 
company, the Japanese-owned Arabian Of] Company working in the Neutral Zone's - 
offshore area, contributed rent and bonus payments of about $3.5 million. - i: 
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In addition to these direct contributions to the Saudi Government, Aramco : 
i din particular is a tremendous asset to the domestic economy because of its local 
purchasing program and the private cash outlays of its employees. The government's 
receipts from customs, about $30 million in 1960, would be considerably less were 
it not for the imports generated by Aramcoe The indirect benefits from Aramco's 
presence are greatest in the Eastern Province where the oil deposits are located, 
and it is this section which was most affected in 1960 by the cutting back of 
Aramcots capital expansion program and concurrent reduction in force of American 
and other foreign personnel. 


Agriculture is the Livelihood of the majority of Saudi Arabia's inhabitants 
despite the frustrating handicaps of shortage of good soil, scarcity of water 
and primitive techniques. Perhaps 70 percent of the nation's estimated 4 to 4.5 
million population is engaged in farming of pastoral activity. No statistical 
measurement of the agricultural sector's contribution to the country's income has 
been made, as actual crop and animal production figures are shrouded in mystery. 
Almost without exception farm produce is consumed in the producing locale, and it 
is believed that a substantial proportion is consumed without even entering the 
cash economy. Inadequate storage and transportation facilities exist and this 
results in wastage of some crop production. Such cash as circulates among the 
nomadic tribes originates in large measure from the royal bounty dispensed 
regularly from King Saud's private purse. 


A unique feature which is an assured economic asset is the geographic 
possession by Saudi Arabia of the Moslem holy cities of Mecca and Medina, goals 
of religious pilgrimage (haj) for millions of Islamic faithful all over the globe. 
Each year about a quarter of a million non-Saudi pilgrims, largely from the 
northern half of Africa and the southern fringes of Asia, make their way to the 
Hejaz or Western Province area of Saudi Arabia where their requirements of 
material goods and services provide. a large impetus to commerce. The government 
abolished direct taxation of pilgrims about a decade ago when mounting oil revenues 
obviated the financial necessity of haj taxation, but the remaining impact on 
the country's national income is considerable. 


Accumulation of savings in the private sector of the economy customarily is 
engendered by commercial rather than purely productive activity. Certain of the 
merchant princes who have risen to the top of the heap by capitalizing successfully 
on the House of Saud's oilegeared demand for the modern trappings of wealth and 
comfort now find themselves better off financially than many of the royal family 
members, but like the latter most of them have failed to put their savings to 
productive use within the country. Though commercial turnover andprofits fell off 
during Prince Faisal's 1958-60 financial recovery program, few if any of the 
established commercial families and companies lost their grip on Saudi markets 
or any substantial portion of their private coffers built up over many years and 
topped off by the oil boom of the early and middle 1950's. 


An available but largely unused resource is the rich fishing territory on 
two sides of the country, particularly on the Red Sea coast where an exclusive 
commercial fishing concession in the hands of one of the royal princes has brought 
| ‘no results after several years of halfhearted efforts. The waters around the 
| arabian Peninsula abound with fish but only very smallescale local use is made of 
this food resources 
Fs 
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| Unlike many Arab League members, Saudi Arabia has not received extensive 
foreign government capital in the years since the Second dorld War, either in 
grant or loan form. Oil earnings have negated the need for such assistance and 
are likely to continue to serve this function except perhaps for special projects. 
In 1960 foreign assistance consisted mainly of the continuation of two specific 
projects undertaken by the United States Government in 1957 and due for 1961 
completion: the $20 million Dammam Port expansion project (which includes some 
material aid to the Saudi Government Railroad) and the $5 million Dhahran Air 
Terminal constructione Specialized agencies of the United Nations, notably 
UNESCO, FAO and IGAO, continued minimum technical assistance programs intended 

to develop greater efficiency of effort in specialized fields by the Saudis 
themselves. 


In summary, it can be stated that the Saudi Government possesses sufficient 
financial resources to enable it to tackle its problems of underdevelopment as 
fast as the nation's social structure and natural environment will allow. This 
conclusion is unlikely to require alteration even when substantiated national 
accounts data, such as national income and balance of payments figures, finally 
become available.e This financial self-sufficiency plus the fact that such a 
major share of the entire national income accrues initially to the government 
rather than to the private sector makes it obvious that wise disposition of 
resources is of utmost importance in the economy. 


Be Disposition of Resources 


The Saudi Arabian state budget is the only source of statistical data 
pertaining to the disposition of the country's economic resources and even this 
is not an absolute guide because only the original budget estimates are issued, 
never the actual figures as shown in the final accounts. Budget estimates for 
the fiscal year which corresponds closely with the calendar year 1961 show that 
four general gategories take up about 84 percent of the entire expenditures of 
$405 million. These categories are: the royal family, 14 percents; the various 
ministries, 40 percent; new public projects and expansion of mosques, 18 percent 3 
and debt payments, 12 percent. Approximately the same percentage distribution 
applied in the previous Saudi Fiscal year, the major alteration in 1961 being a 
moderate increase in funds allocated for public works. 


From all available reports the royal family's share of the state income has 
been held within or very close to the budget allowances in the past two or three 
years, an innovation worthy of note. Prior to that time it was common for the 
royalty to augment its generous budgeted income with large amounts from other 
sections of the budget. Prince Faisal's financial reform program, accomplished 
with International Monetary Fund guidance, altered the ground rules, however, 
with the result that. at least in the near future the nation can afford the 
approximately $55 million it budgets for the royal family and still entertain 
the hope of economic progress. In fact, this upkeep of royalty fades into the 
shape of a minor consideration, from an economic point of view, compared with 
such formidable problems as the shortage of water, the lack of managerial and 

| technical skills, and the difficulty of drawing out from the Saudi population 
: te | 
\_* Originally about $397 million but raised by a supplemental decree in 

February 1961. 
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the twin necessities of dedicated effort and investment of savings. | 


The present albocation for new economic projects, about $72 million of which 
perhaps $10 million pertains to construction of religious buildings, probably is 
the maximum sum possible to be spent in the Saudi economy in a single year and 
in view of some observers it simply will not be possible for spending to proceed 
so rapidly. Their reasoning is that detailed studies must precede extensive 
outlays in such fields as agriculture, water and communications, and that the 
required skilled personnel to supervise expenditures of such magnitude are not 
present in any event. This view merits sober attention and it certainly is within 
the realm of possibility that the government may approach the yearend with such 
large allocation balances that it will go on a sudden purchasing spree (jet aircraft?) 
rather than carry the funds over into the next budget. Hopefully, any available 
yearend money will be applied in part toward additional debt repayment as stipulated 
in the official budget. 


Unfortunately too little of the public and private money invested in internal 
economic activities goes into enterprises which are truly productive. Much of 
the budgeted state expenditure is for public service projects (roads, streets, 
communications, sewage systems, pilgrim facilities) which, though in the main 
beneficial, do not contribute directly to the country's gross product. Similarly, 
such private investment as exists concentrates on residential construction and 
commercial endeavors from which a full return of money invested can be achieved in 
a few yeers at most. Investment in agriculture is extremely low for a variety of 
reasons and is unlikely to increase until better road communications are provided 
to make the marketing of produce in cities and towns a more practical matter. 
Manufacturing investment has been spotty, though some private capital amassed 
from mercantile activities has been translated successfully into gas bottling 
works, brick and light metal fabricating plants and other productive ventures. A 
second privately-owned cement factory is scheduled to enter production in 1961 in 
the Eastern Province, thus supplementing output of the cement plant at Jidda 
which has weathered a series of technical and marketing difficulties since its 
opening in 1958. 


Local capital funds are diverted outside Saudi Arabia in large quantities 
each year basically because there presently are few internal fields in which 
private investment can be remunerative over the short term. Though accurate 
measurement of the amounts involved has not been made, an extremely well informed 
official estimated recently that funds were being diverted abroad for investment 
at the rate of approximately $25 million annually. 


III = FACTORS AFFECTING ECONOMIC GROWTH 
A - Oil and Other Natural Factors 


Economic growth in Saudi Arabia is going to be dependent on oil production 
for a long time to comé. The harsh natural environment and other factors make this 
an inescapable conclusion. Proved recoverable reserves of crude oil are about 
40 billion barrels, over ninety years" production at the 1960 rate, and are 
increasing annually by an amount exceéding yearly production. In addition there tre 


| huge Neutral Zone reservoirs belonging jointly to Saudi Arabia and Kuwait. 
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of production of Saudi oil are among the lowest in the world, thanks principally | 
to the richness and natural pressure within the oil reservoirs, and the country!' 
natural location «- though not an ideal one insofar as transportation to main 
European markets is concerned = nevertheless makes the growing Asian and African 
oil markets readily accessible. 


ALL these remarks would appear to paint a very cheerful picture, but in 
fact the picture is overcast by the failure of Aramco and the Saudi Government 
to see eye to eye on numerous industry problems. In the Embassy's view the 
government, specifically its ambitious Minister of Petroleum and Mineral Resources, 
Shaikh Abdullah TARIKI, is chiefly to blame for what might be described as the 
“Nera of nonesettlement'! that has plagued relationships in the last few yearso 
Tariki is a lively and uncorruptible Arab nationalist who likes to have the last 
word in any argument. In negotiations with Aramco he guards his country's oil 
holdings with a fierce jealousy that brooks no spirit of compromise. This 
zealousness of Tariki is accompanied, naturally enough in view of his personal 
characteristic of honesty, by a very critical outlook toward the royal family 
which he sees as leech sucking the life blood (oil revenues) of the nation 
without making an effective contribution toward Saudi Arabia's emergence as a 
moerdn states Tariki is considered politically ambitious, which goes some way 
to explain his acceptance in December 1960 of a ministerial role in King Saud's 
new government and his conversational expressions in recent months of trust in 
the King's new beneficence, behavior at strict variance with his previous out- 
spoken criticism of Saudi royaltye In his mind Tariki seems to have pushed aside 
objective considerations of oil economics and dollareand-cents realism in favor 
of a fierce insistence on "integrated" operations (sharing of profits from 
transportation, refining and marketing as well as on production) and a determination 
to "Arabize" Aramco. Tarikits attitudes, assisted somewhat by the basic inadequacy 
of Saudi bureaucracy and occasional overetechnical and ineffective Aramco approaches, 
have prevented settlement of most major government «company problems, among which 
principal ones include the Sidon Claim pertaining to Saudi eligibility for 
revenues from oil piped through Tapline and sold at the Lebanese coast; pricing 
issues, notably the question of whether marketing expenses are to be allowed; and 
the question of whether to allow expenses of Aramcots subsidiary company abroad, 
known as the Aramco Overseas Companye 


In the petroleum sector the year's most significant developments began with 
the August posted price cuts on Middle Eastern crude oil. This action by the 
major oil companies brought sharp reactions from Saudi Arabia and other area 
producing countries and inspired them to form a producers! organization (OPEC) 
aimed at coordination of their national oil policies. The OPEC countries declared 
they would not recognize the price cuts, which averaged 6 percent in the case of 
Saudi oil, and for a time some of them « notably Saudi Arabian and Venezuela - 
spoke angrily about prorationing schemes designed to maintain the price structure. 
However, cool reason prevailed, given an assist by rising oil production figures, 
and doubt still persists as to whether, when and how OPEC's Middle Eastern members 
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| company's 14 percent production increase in calendar 1960. On top of this, the | 

' government's revenues from September 1961 on are expected to show sharp increments 
because of Aramcots production records in the early months of 1961. Still, the 
line that can be expected from Abdullah Tariki is that Aramco's owners are 
wastefully squandering the nation's one real resource and that it would be more in 
the interest of Saudi Arabia to limit the offtake by a quarter while simultaneously 
tacking forty or fifty cents onto the price per barrel! 


The Getty Oil Company for several years has carried out its operations with 
relatively little bickering with Saudi oil authorities and with amazing immunity 
from domestic press criticism, although it constantly is under harassment from 
the Saudi Governor and minor officials in the Neutral Zone itself. Production in 
1960 was about 25 million barrels and Getty's annual output is expected to move 
into the 35-45 million barrel range in the years immediately ahead provided markets 
for the additional oil can be found by the Getty organization. The royalty 
payments from this company to the government are made on the basis of a fixed 
rate per barrel and therefore Getty is not involved directly in the oil price 
controversy referred to above. 


The Japanese-owned Arabian Oil Company accomplished its initial exports of 
crude oil in March, 1961. Tariki's pride in the concession terms under which 
this company operates in the offshore Neutral Zone manifests itself in the form 
of problem-free relations between the government and the company. The apparent 
ease with which this concessionaire has drilled twelve successful wells in as 
many tries over a sixteen month period has ingratiated.it in Saudi circles even 
before a barrel of its oil has reached a single consumer. Estimated production 
figures for this company by 1964 vary widely in a range of 60-150 million barrels 
annually, but even in this unclear situation it is obvious that both Saudi Arabia 
and Kuwait can expect growing monetary benefits from the Arabian Oil Company in 
the years just ahead. 


Except for oil, Saudi Arabia is poor in basic resources for economic growth. 
Agricultural improvement is a necessity over the long pull with the twin goals of 
raising living standards and making the country selfesufficient in food require- 
ments. Here the water factor is basic. Generally it is a problem of finding 
new water resources, in the short run by locating and tapping new underground 
water sources and in the long run by capitalizing on economic means which: modern 
research may someday discover for converting saline and brackish water for 
agricultural use. Also, it is a problem of conserving such water as is now 
available by better storage and utilization techniques, and of practicing more 
efficient drainage systems. Other than inadequate water and scorching climate, 
factors hampering crop development include primitive farming methods, a dire 
Shortage of farm-to-market roads, and the traditional resistance of a nomadic 
people to land distribution and settlement efforts. In one of the two sections 
of the country understood to be capable of fairly large-scale agriculture the 
government is in the early stages of a consolidated approach to these problems. 
This is the Jizan sector of the Asir, near the Yemeni border, where assistance 
is expected from the United Nations Special Fund to conduct land and water studies 

- essential to facilitate the overall project. Essential to assure the eventual 
| success of the Jizan project are the installation of a rudimentary sgricultural | 
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as the requisite dams and other physical works. This is a tall order and optimis 
is not apparent among local officials and observers. The hard truth is that 
government efforts to aid agriculture and animal husbandry always have been 
sporadic, which is unfortunate considering that it is this activity which accounts 
for most of the national income apart from oil. Saudi Arabia's extensive land 
area, about three times that of Texas, makes development of an adequate highway 
system a matter of high priority. This is one field in which the government has 
shown a fair amount of determination, and several important road projects have 
come to fruition of latee Maintenance is another story as the Saudis have a 
penchant for weakness in this regard. It is to be hoped the Supreme Planning Board 
and Ministry of Communications will persevere to complete the trans-Arabian 
highway by linking Riyadh with TaifeMecca-Jidda, and that the more promising 
agricultural areas such as the Jizan district and the Yaseem district in north 
central Arabia will be joined to their natural marketing outlets in the early 
1960's. 


credit program, vastly improved roads, and improved controls on water use as rel 


Whether any of the country's mineral deposits have commercial possibilities 
for the future is a moot question. For years extremely optimistic claims about 
iron ore, copper, barite and gypsum resources have been heard from local officials 
and journalists, but insufficient studies have been undertaken to prove or disprove 
them. The World Bank report is understood to urge an early, definitive assessment 
of Saudi Arabiats mineral potential, and chances that the government will focus 
more attention on this subject than in the past should be enhanced now that a 
basic mining code has been drafted for presentation to the Council of Ministers. 


iw 


B «- Human Factors 


A shortage of educated and skilled people is a factor acting to the detriment 
of the Saudi economye In many fields it is more than a shortage, it is an 
absolute lack of trained individuals. Great numbers of the nation's doctors, 
teachers, engineers, managerial personnel and technicians of all sorts are Arab 
and non»Arab foreigners imparting their skills to keep the local society and 
economy alive, and in some cases receiving more than fair rewards for their services. 
Each year additional thousands of Saudis are added to primary and intermediate 
school rolls and an ever growing number of secondary school graduates proceeds 
abroad for higher education, but the supply of skills remains small relative to 
demande Needed particularly is an increased program of technical and trade schools, 
without which steady progress in the development program will be unachievable. 
Only in the last year or two has the idea of educating girls drawn official 
recognition to a degree sufficient for state budgetary funds to be made available, 
and the idea of adult education still is dormant. 


The society draws from abroad a great proportion of even its unskilled and 
semiskilled laborerse From Yemen and Sudan, for example, come many of the country's 
common laborers, coolies, draymen, bakers and domestic servants. Saudis have been 
given their chances in many such jobs but to a large extent have failed to exhibit 
either the most elementary skills and interest in the work or the necessary 
perseverance for the tasks. The conclusion is inescapable that it is as important 
| for-the rank and file of labor to invest themselves in the economy (that is, | 

t 


| show an active zest for good hard work) as it is for the well-to-do to inves 
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their funds within the country if production and Living standards are to be 
raised. 


The existence of corruption helps account for the fact that most Saudis, 
while professing much dependence on their government, place little if any trust 
in it. Although criminal theft is uncommon in Saudi Arabia, on account of the 
regimets traditional firmness of authority and severity of punishment, the 
practice of what might be termed "legal theft’ - "baksheesh" or bribes - is 
widespread in the official and commercial fabrice To say that the practice is 
more prevalent here than elsewhere in the Middle East would be a matter of pure 
speculation. The economic point is that in such an environment the average 
young private business or government employee is likely to conclude that the 
practice of corruption represents the only possible way to achieve success; once 
tasted, the apple is habit-forming and both the individual and the entire society 
are the losers. 


C - Institutional Factors 


A heritage of religious fanaticism is a significant part of the environment 
in which Saudi efforts at economic growth are being staged. The puritanical 
tenets of the Wahhabi sect have a strong though slowly diminishing influence on 
official and personal actions of nearly all Saudi nationals aad on many non-Saudi 
residents, and daily life not only in the Wahhabi stronghold of the Nejd but 
throughout the country is influenced by this strict interpretation of Islam. 
Examples of its effect on commercial and economic affairs are the creeping pace 
of all daily activities during the strictly observed Moslem month of Ramadan and 
the fact that such standard institutions as the principal of interest, public 
debt financing and bank savings accounts are not recognized. Another aspect is 
the rigid limitation on the role of women; the custom that they remain in seclusion 
forces them to be onlookers rather than contributors to the nationts gross national 
product except in the agricultural sectore 


Because of the scarcity of profitable investment opportunities within the 


country and the inviting chances for putting money to work in Beirut, Cairo and 
_ Europe, Saudi royal and merchant princes alike customarily send millions of 


| 


— 


dollars abroad each year. Cutting down on this practice will be no easy, taske.._- 
The present government 's stated policy is to forego restrictions on these capital 
movements and instead to work to induce individuals to invest within the country 

by seeing that practical economic projects are available. By this is meant, 
presumably, that the government will try to make local investment more attractive 
by creating a proper infra-structure of public works and social services, and by 
accomplishing thorough resource studies in industry, minerals and other fields. 

An example of the latter is the government's recent entrusting of a German, firm to 
prepare a comprehensive industrial survey aimed at picking out. favorable industrial 
ppportunities for private investriént. Some consideration reportedly is being 
given in Riyadh to establishment of an agricultural and industrial bank, but 
details have not been forthcoming; an institution of this kind, if properly 
managed, would find a real place in Saudi Arabia where most of the private commercial 
banks extend credit facilities only to purely commercial undertakingse 


CONFIDENTIAL _ ] 


A 


pees . Serena e near Page___-~ _of 
[_ conFIDENTIAL eee ag eer y Dane 
(Classification) Desp. No._22>—__ 
Fiori Jidda 
L An official policy announcement in early 1961 committed the government to 


establish tariff protection for beneficial domestic industries, among’ which the 
eement industry was the only example nemed.e No implementing steps ‘have been 
announced and it may be that none will be taken pending completion of the above-~ 
mentioned industrial survey. It is to be hoped that the authorities will refrain 
from extravagant assistance to industrial and related concessions controlled by 
royal family members, such as the Jizan salt concession, the Red Sea’ Fishing 
Company, .the National Gypsum Company and the Saudi Arabian Refining Company to 
mention a few, which are unlikely to bring economic benefits to the country at 
least under their presently constituted ownership. The government should remember 
that.chances of success for large scale industry are very questionable, since 
there is a. heavy preponderance of unfavorable industrial factors to be’ overcome: 
small local market, high costs of skilled labor and management, and the necessity 
to import machinery and some raw material requirements. . 


Labor is not organized in Saudi Arabia as according toa 1956 decree all 
strikes and organized labor activity are crimes and are severely punishable. 
Rates of labor turnover are believed to be high, a notable ‘exception being the 
large industrial force of Aramco concentrated in the Eastern Provinces ‘The 
approximately 12,000 Saudi employees of Aramco. enjoy humerous benefits superior 
to, legal minimum requirements of the Saudi Labor and Workmen Regulations, and 
are. not. emetic to, cause trouble in the near future either for Aramco or the 
governmente.. ; 


Foreign “investment faces. difficult barriers. in the form of the pride and 
xenophobia of the. Saudi. Arabse Even with liberal treatment” of foreign capital 
the harsh conditions. of Saudi Arabiat's natural environment would repel many 
foreign. investors. A new foreign investment... law bas been drafted for ministerial 
attention, and. its. provisions, as yet unknown, must drastically ease the 
provisions, of, the investment. regulations now on the books if private funds from 
abroad. are to play. a really useful role in the economic development program. Also 
to, be’ overcome. in this, regard are the well-publicized 1959-60 papers of the 
Petroleum. Ministry's legal advisor asserting that sovereign governments have 
the right: unilaterally to alter or nullify concession contracts, a FHEOTy the 
Saudi Government. thus. ear has neither sancuseg mn repudiated. 


Iv =. ROLE. OF, ARAMCO. AND UNITED STATES GOVERNMENT | 


Because.its efforts generate over four-fifths of the Saudi Government's 
income. and perhaps. fifty percent of the country's estimated gross national product, 
Aramco, plays. a central role. jin economic life. Technical advice and loans from 
thetompany have, given numerous individual Saudis a solid start in businesses in 
the Eastern Province y, angeompany supply and service ‘contracts have kept many 
-private entrepreneurs | actives , Aramco has provided schools, medical treatment 
cand .research | facilities, “roads ‘and.a variety - ‘of services which normally would be 
undertaken ; :by central, or local government départments. In summary, the company 
over the last two decades has recognized its unique position in the country and 
has made outstanding contributions to general economic and social progresse The 
construction phase of Aramcots activities now is on the downgrade, both with 

|_ respect to oilfield facilities and contributions to the surrounding economy, 
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eee the company's expanding loan financing program for construction of 
homes for its employees is a major factor in Eastern Province building activity. 
Educational scholarship and agricultural aid programs are receiving much emphasis, 
and on the industrial side Aramco is continuing efforts (without, much apparent 
success) to.stir interest in its surplus natural gas as.a fuel or as raw 
material for industrial processing. The company some day, may reesubmit its 1959 
proposal to establish a non-profit development foundation intended to aid,selected 
industries and commercial companies with’ financial loans and technical guidance 
under some form of joint company-government ‘supervision. . The :government: never 
responded officially to the 1959 proposal according. to which Aramco.would have 
given $10 million to the initial operating funds, but resubmission of the idea 
might eventually-draw a favorable government response if terms of the proposal 
do not tread on. the Saudis pride and sensitive conception of sovereignty. It 
should be kept in mind that if the constant carping and intransigence of Abdullah 
Tariki continues without letup the day may come when the company will decide to 
cut down drast teary on outlays not directly essential to. oil cane alec 


United States Cevetauene aidto Saudi Arabia. has heen ae “the highest level 
ever in the: five year period ending in 1961. Major elements have: “been the 
$50 million aid package of 1957 for military assistance, and the Dhahran Air — 
Terminal building; the $20 million grant from "Richard's: ‘Mission funds'in 1957 

used. for Dammam. port expansion and railway rolling. stock;.and the $50: million 
arms credit.of the same year. There has been an extremely small educational © 
exchange program, also'a low-cost but extremely beneficial joint Saudi Government- 
U.sS. Government-Aramco mapping program. Now that the. Saudis. have ‘declared their 
unwillingness to renew the bilateral Dhahran Airfield Agreement. it :is more 

- likely than ever that this year and next will see a sharp cutting or areata 
of U.S. grant aid, both military and ‘economic, and | it is doubtful that loan’. 
assistance will be’ at a high figure in the early, 1960's. if. existent.at all. 

Saudi Arabia ‘has made no formal loan requests to any, foreign governhent. for ' 
several yearse.. The country's development planning should. progress sufficiently 
by 1962 to make applications: for Development Loan Fund assistance. feasible,:: 
provided. that. the hiring of competent foreign’ technical and administrative 
advisors. enables the government to overcome by then its sheer inability to put 
specific loan applications into acceptable form with supporting. details, : repayment 
plans, etc. ..Conceivably, however, a firm decision’ not to ask foreign governmental 
aid, could be.taken.on political grounds, thus Limiting foreign. public assistance 
“£0: -programs of baa waters Ruger? its’ specialized agencies and: the. Noels Bank. 


re Saudi Avabia%s: real. aude Ated: in the} area ‘of. “technical, ‘not. findnGiad sn: 
_assistances .and the most beneficial‘U.S. Government aid program over the Long 
term would | be an efficient Point Four operation. This type. of aid exists in 
numerous surrounding countries and certainly would not be susceptible to attack 
by Arab. Nationalist. elements as has been’ the Dhahran Airfield Agreement; the .-:. 
possibility. appears’ worthy of careful’ study, although. of course the 1953-54 . 
Point Four miscarriage in Saudi Arabia’ indicates the, danger of an. ill-conceived : 


effort, in-this direction. =’ 
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V = FUTURE PROSPECTS 8 . ph a dee 


The Governor of the Saudi Arabian Monetary Agency in a recent circular 
letter explaining the present national budget pointed out that Saudi Government 
economic policy had as its basis "the maintenance of financial stability and 
within its framework to promote the economic development of the country". 
Financial recovery from the inflationary spending spree ‘of the mid-fifties .; 


definitely is a reality: the Saudi riyal has ‘been. stabilized for over a years 
internal and external debts are well on the way to liquidation, and reserves of 
gold and hard currency are higher than evere Scattered initial fears that the 
reassumption of full powers by King Saud in December 1960 would bring new 
spending extravagance have not been borne out by events of the succeeding months. 
The continued functioning of International Monetary Fund advisors is an indication 


that Saudi. Arabian financial stability will be maintained. 


Conmercial and construction activity apparently has begun its recovery from 
depressed 1959-60 levelg although a dire shortage of statistical data makes it 
impossible to confirm this trend at present, particularly because the present 
pre-pilgrimage season always is a relatively active time of year. It is safe to 
predict that merchants will benefit increasingly from continued government debt 
payments and accelerated public works although there is yet no evidence to indicate 
recovery will be over=-rapid and therefore harmfully inflationary. A feeling of 
optimism swept the merchant community with the news of the new government last 
December and since then the new regime certainly has done its best publicity-wise 
to instill the belief that economic progress, will be given new impetuse Headlines 
about new committees, new projects and new allocations will be swallowed only so 
long, however, without evidence of concrete action and results, and as time 
progresses the King's new government must produce material results or fall into 
disrepute among educated Saudis, some of whom even now would agree with a local 
editorialist who recently wrote very boldly in a Jidda paper that many of the 
announced government development projects were mere names and words, non-existent 
in realitye (His views drew a sharp verbal scolding from the Saudi Director 
General of Broadcasting, Press and Publications in a subsequent edition of the 
same papere) 


In the Embassy's view economic progress would stand the best chance 1£ the 
government would determine to take the following steps: heed the World Bank 
advice for conducting thorough natural resource studies and hiring competent foreign 
advisors; maintain and further improve financial respectability by prompt, 
regular payments to new suppliers and old creditors; improve commercial and 
investment laws; and adjust its presently irreconcilable attitude toward Aramco and 
foreign oil companies generally. The likelihood of all this taking place is 
remote, and it seems safe to conclude that no rapid economic improvements will 
take placeo Nonetheless oil production bids fair to remain at a high level for 
years to come regardless of competition from the new Libyan and Algerian fields. 
Therefore, barring some foolishand presently unexpected political decision to 
nationalize or otherwise drastically interfere with its oil industry, Saudi Arabia 
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| should have a level of income adequate to slowly advance the living standards | 
of her people even thoughhundreds of millions of riyals are wasted. 
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Donald R. Heath 
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l. Arabian Oil Company Ships First Cargo of Crude Oil 


As announced in Tokyo, the first crude oil cargo shipped by the 


Japanese-owned Arabian Oil Company left the Saudi Arabia-Kuwait Neutral Zone 


for Japan on March 25.aboard the Japanese tanker Udo scheduled to arrive in ~ 
Tokyo on April 15. Meanwhile an announcement was made by the Saudi Government . 
that the company had brought in its twelfth oil well, vated at 4,470 barrels’ 

per day. 


t 
eed 
: N 
Ceremonies were held at the Arabian Oil Company's Khafji camp in the 0) 
Neutral Zone on April 3 to commemorate the initial shipment. Guests of honor 


; ‘ meade 
were King SAUD and the Ruler of Kuwait, both of whom traveled overland from 
Kuwait for the occasions 


COMMENT: As if not to spoil the local impression that the first ship- 


ment departed from the Neutral Zone the instant the two rulers pressed the a 
appropriate button, no announcement was made byathe Saudi press of the fact 7) 
that the first crude oil shipment; actually ha 


t for Japan a week before 
the rulerst visit to the Zones es 
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SELECTED ECONOMIC INDICATORS | | 
1959 1960 | 

1. Aramco crude oil production 399.8 million bbls. 45604 million bbls. 

2. Crude oil processed at Aramcots 63.6 million bbls. 82.3 million bbls. 

Ras Tanura refinery 
3. Crude oil receipts at Sidon, 123.4 million bbls. 90.9 million bbls. 
through Tapline, from Saudi 
Arabia 
4. Gross amounts paid by Aramco $295.3 million $312.8 million 


to Saudi Government, exclusive 
of customs, licenses, permits, 


etco 
5. Value of Saudi imports $214 million ‘i $223 .millionca 
(expressed in dollars) (July 18, 1958 to (July 7, 1959 to 
July 6, 1959) June 24, 1960) 
6. Currency in circulation SR 577 million SR 564 million 
(January 21, 1960) (January 19, 1961) 
Te Gold and foreign exchange $166 million $174 million 
reserves of Saudi Arabian (January 21, 1960) (January 19, 1961) 


Monetary Agency 


% Current exchange rate: 4.5 Saudi Riyals (SR) = $1.00 UeSe 


Sources: 


No. 1 through 5 = Aramco 
Noe 6 and 7 = Saudi Government sources 
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| 20 Tariki Heads Saudi Delegation to Baghdad Economic Conference 


Petroleum Minister Abdullah TARIKI is heading the Saudi delegation to the 
current Arab League Economic Council meeting which began April 10 in Baghdade 
Prominent among other delegation members are Moustapha WAHBA, Deputy Minister of 
Finance for Economic Affairs; Rajai HUSSAINI, Acting Secretary General of the 
Supreme Planning Board; and Riyad al-KHATIB, Saudi Charge d'affaires in Baghdad. 
The announcement that these three would be included in the Saudi delegation was 
not made locally until April 11, prior to which time the names of five more 
junior officials had been listed in the press as delegation members: tAbd Al-Rahman 
AL=DHUKAIR, Director General of the Ministry of Commerce; Muhammad Sharif 'AWDI3 
tAbd al-Majid YUSUF; Ahmad AL-SHALFAN > and Fahd AL-DUGAITHER. 


The press reported also on April 11 that Tariki, on arrival in Baghdad, told 
Baghdad journalists that if the subject of the Iraqi Government negotiations with 
the IPC group was raised ina forthcoming OPEC session and if Iraq was found to be 
in the right, OPEC would not hesitate to support the Iraqi position against the 
oil companieso He added, according to this report, that OPEC was a strong instrument 
in the hands of the producing countries to obtain their rights. He gave assurances 
that Saudi Arabia would support OPEC with all the power it could command. 


30 World Bank Report May Soon Be Released 


There was increased speculation in Jidda that the 1960 report of the World 
Bank economic study mission to Saudi Arabia soon would be made public. One sign 
of this was the announcement in a local paper on April 10 that the World Bank 
group estimated the expenses of its economic development "plan" for Saudi Arabia 
over the next two years (1961-62) at $89 million. In a separate article the same 
paper enumerated nearly a score of development projects which it said had been 
recommended by the World Bank for urgent attention. The projects were listed 
under six general headings: water, Sewage; agriculture, communications, education 
and power. 


4o Arrangements for Aramco Loans to Dammam and Al-Khobar Nearing Completion 


In a royal decree dated March 9 but published only on April 6, the Saudi 
Government authorized the Minister of Finance to sign necessary guarantees So 
that the municipalities of Dammam and al-Khobar in the Eastern Province can 
obtain loans from the Arabian American Oil Company (Aramco) o 


END UNCLASSIFIED 
BEGIN OFFICIAL USE ONLY 


COMMENT: The proposed Aramco loans to Dammam and al-Khobar have been 
hanging fire for over a year principally because of the government's indecision 
as to whether it should guarantee repayment of the loans by the two municipalities. 
Now that. the government has signified its willingness to provide the guarantees, 
Aramco is going ahead full-speed to finalize the arrangements according to which 


a sum of $4 million will be lent to Dammam and $4.5 million. to al-Khobar for water 
and, sewer facilitiese (Dhahran's G-80 to Dept, June 29, 1960) 
END OFFICIAL USE ONLY 
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5.6 IMF Extends SAMA Governor Anwar Ali'ts Term of Service 


The International Monetary Fund has extended for another year a technical 
assistance agreement under which Mr. Anwar ALI, Director of its Middle Eastern 
Department, has been serving as head of the Saudi Arabian Monetary Agency (SAMA) © 
Mr. Alits original assignment began April 1, 1958 and is now to run until 
March 31, 1962. : 


Mr. Ali currently is on a trip which has taken him to Cairo, Karachi and 
London on official business of SAMA and the Saudi Ministry of Finance, and is 
expected back in Jidda about April 20. 


60 Influx of Visitors Continues 

Weather in Saudi Arabia can seldom be reckoned by the calendar and the cool 
winter temperatures in the 70's (IF) have continued beyond the official arrival 
of Spring. There has also been no let-up in the visits of American businessmen 
and representatives, many of whom are coming to Jidda for the first time. Some 
of them continue on to Riyadh which is experiencing a small commercial renaissance 
following the relocation in the capital of some government departments and 
commercial offices formerly situated in Jidda and Dammam. Among Jidda visitors 
during the past month were: 


Richard HUNT, New York Times correspondent 

Mo Ao COLLINS, Middle East representative for Merck, Sharpe and Dohme = 
pharmaceuticals 

Glaude Ro MYERS, Johnson and Johnson International - industrial tapes 

Alexander Bo SINUNU, regional representative for RCA 

Guy LYSTER, regional representative for International Harvester 

Frank MITCHELL, Vice President of First National City Bank of New York, for 
opening of bank's new building in Jidda 

William SIMMONDS, First National City Bank of New York (Beirut office) : 

E. G HAYEK, Manager of Agency Sales for TWA, Cairo 

M. De La TORRE, Consultant for McGraw Engineers, New York, in connection 
with Hejaz Railroad project 


END UNCLASSIFIED 
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REF: A~36, March 9, 19613 Embdes 268, Feb. 13, 1961 


SUBJECT: PLANNED 


F OR COMMERCE | ; 


PROJECTS OF THE SAUDI ARABIAN MINISTRY OF AGRICULTURE ws 


BEGIN UNCLASSIFIED 


08) 
08) 
The Saudi Arabian Minister of Agriculture, assisted by employees and O) 
specialists of the Ministry, is the person responsible for the planning of . > 
the various projects cited in the reference despatch. The Ministry of Agricul- O 
ture, located at Riyadh, is also held responsible for inspecting the projects O 
during their execution to ascertain that they are being carried out according ~ 
$s 


to specifications. 


Foreign participation in bidding. on: government tenders is customarily done Aa 
through Saudi partners who, under current regulations, must nominally own 51% | 
of the shares in an enterprise although the capital and equipment may, in fact, 
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be owned by a non-Saudi. There is seldom any chance to transmit bid invitations—=, — 


to the Department of Commerce for publication as a trade opportunity since 


tenders are frequently announced only a few days prior to their expiration dates. — 


U.S. firms interested in bidding on construction projects of any kind in. Saudi: 
Arabia would find it. worthwhile for representatives to visit the country and: - 
to discuss their capabilities with potential Saudi partners. Any American. . 
firm possessing the requisite capital, equipment and- technical personnel 

for the construction of roads,. dams, harbors, and industrial plants would 

find numerous Saudi entrepreneurs, although inexperienced, eager.to form an: 
association. ee ae — 


: 


- Saudi Government to means of attracting foreign investment capital,. with 
particular reference to: modification of the requirement of 51% share owner=. 


‘ship by Saudis. It is thou bein, some quarters that this requirement may aes 
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COMMENT: By judicious distribution of "largesse" beforehand, many contractors 
are able to obtain advance copies of the specifications for certain projects. 
With the collaboration of a foreign firm, bids are readied for submission as soon 
as the official invitations to bid are announced. Without such foreknowledge it 
is virtually impossible for estimates to be made with any accuracy or to obtain 
the participation of foreign firms. 
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l. Onset of Pilgrimage Season 


Commercial activity in cities of the Hejaz 
arrival of large numbers of Moslem pilgrims for 


is being stimulated by the 
the annual pilgrimage (Haj) 
which this year occurs about the fourth week of Maye Many merchants and 
transportation companies customarily enjoy their biggest business of the 
year during the time of the pilgrimage. By April 19 nearly 48,000 foreign 
pilgrims had arrived by sea, and on that date the season's first planeload 
of pilgrims arrived. Jidda airport will experience its peak activity of the 
year during the next few weeks as hundreds of special flights arrive from 


all over the Moslem world. 


SdH 


The arrival of the pilgrimage season is partly responsible for the 
expanded volume of Saudi currency in circulation during the past month. 
Figures released by the Saudi Arabian Monetary Agency show that since mid- 
March the currency in circulation has averaged about SR 605 million compared 
to an average of about SR 566‘million, from January to mid-March 1961. 
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| 2. Aramco Maintains High Production but Cuts Tapline Throughput | 


Aramco crude oil production in March averaged 1,472,124 barrels per day 
bringing total production for the first quarter of 1961 to 133,493,621 barrels 
or an average of 1,483,262 barrels per day. These quarterly figures are new 
records for the company, and the latter figure compares with an average of 
1,213,406 barrels per day during the same period of 1960. The Ras Tanura refinery 
processed crude oil at a record pace during March to break the previous high 
established the month before. March throughput averaged 267,677 barrels daily. 
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Aramco officials in Jidda state that crude oil production in April is expected 
to be only slightly below the March level. They also say that the company has 
within the last two weeks effected sharp reductions in the volume of crude oil 
pumped through Tapline. The Tapline throughput in March was near the linets 
rated capacity of about 450,000 barrels per day but during April the volume is 
expected to fall to an average of 240,000 barrels per day. It appears that the 
strong winter seasonal demand in Europe was the major cause for Tapline's busy 
1960-61 winter months. 
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3. Arrival of Aramco's First Locally-Purchased Pipe 


The first large-diameter pipe to be purchased by Aramco through a Saudi firm 
arrived at Danmam on April 11 from Germany. This order of 86,800 feet of 30 and 
32einch diameter pipe was placed with the Al-Khobar firm of Ahmed al-Gosaibi and 
Sons which coordinated the production, shipment, and delivery of the pipe from a 
Dusseldorf firm. The pipe will be laid between Safaniya and Ras Tanura by a 
Saudi contracting company. 


COMMENT: This purchase contract was awarded to the Saudi firm as part of 
Aramco's program to encourage and assist the development of local industry, a 
program which has been given new impetus since the establishment of the separate 
Dhahran Purchasing Department in October, 1960. A second order for 156,200 feet 
of 30 and 32-inch pipe has been placed with a Dammam companys Together the two 
contracts amount to over 2.1 million dollars in value. 


4. Getty Oil Company Transfers Office to Riyadh 


In early April the Getty Oil Company closed its office in Jidda and opened a 
new office in Riyadh. The move was necessitated by the removal of the Saudi 
Government's Ministry of Petroleum and Mineral Resources to Riyadh earlier this 
year. The present head of Gettyts small’ government relations staf£ in Saudi 
Arabia is Mre Nabil ABOU-SEOUD, who during March 1961 replaced Mr. Gavin 
WITHERSPOON on the latter's resignation from the Getty Company. 
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| 5 Silos for Grain Storage Planned in Jidda and Dammam | 


The Ministry of Commerce announced that consideration is being given to 
plans for the construction of grain silos in Jidda and Dammam for the storage 
of imported grains. The project, of which the estimated cost is 28 million 
Saudi Riyals, will be submitted to the Council of Ministers for final approval 
if given favorable consideration by the Commerce Ministry. The project is aimed 
not only at inauguration of a Saudi Arabian milling industry but to provide food 
for livestock and insecticide for the anti-locust program, both of which would 
be made from by-products of the milled wheat. 


6. MEA Comet Flights Suspended 


In early April the Zahid Tourist Agency, one of the numerous enterprises 
owned and operated by the wealthy Zahid “merchant prince! family of Jidda, was 
appointed Jidda agent for Niddle East Airlines Company (MEA) vice Sadiq and 
Mohamed Attar Brothers. Almost inmediately NEA began to employ a Comet aircraft 
on one of its two weekly runs between Beirut, Jidda and Aden. Without prior 
notice, the jet aircraft flight was suspended in mid-April and the MEA propeller~- 
driven Viscount flights resumed. 
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COMMENT: To obtain permission for the Comet to land in Jidda, it is 
rumored that the Zahids went over the head of General TASSAN, Chief of Staff, to 
Prince MOHAMED, Minister of Defense and Aviation. The former had vetoed the 
Comet flight momentarily, undoubtedly pending the expected award of the MEA 
agency to Areen Travel Agency in which Tassants son is a shareholder. When the 
Minister of Defense overruled Tassan, the general is said to have submitted his 
resignation. Ruffled feathers were smoothed, the resignation withdrawn, and the 
Comet flight suspended. Tassan maintained, with accuracy, that jet flights by 
non-Saudi airlines to Beirut would reduce considerably passenger traffic on 
propeller-driven Saudi Airlines flights. (United Arab Airways does have a jet 
flight between Jidda and Cairo which has proven exceedingly popular.) It is 
questionable whether MEA'ts Comet flight will be resumed prior to acquisition of 
jet aircraft by Saudi Airlines or until more largesse in the form of generous 
gratuities or the award of the MEA agency can be bestowed on the parties 
responsible for causing the suspension. 


Te Further Aramco-Sarco Talks Inconclusive 


Further negotiations at Dhahran in early April between Aramco and the Saudi 
Arabian Refining Company (Sarco) failed to establish agreement concerning the 
possible sale of Aramcots bulk plant and distribution facilities at Jiddao A 
settlement is being held up principally by the failure of the two parties to 
agree on a sales price for the facilities. There are signs that Sarco's plans 
to construct an oil refinery at Jidda are being reconsidered because of financial 
and other difficulties, and it could well be that if Sarco is successful in | 


| pueehaetag Aramco's Jidda facilities it will place the refinery project in 
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abeyance for some time while establishing itself as a petroleum distributor | 
(Embdes 347, April 24). 
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1. Aramco Production Running 20 Percent Above 1960 
Crude oil production by the Arabian American Oil Company (Aramco) 
totalled 1,412,386 barrels per day during April compared .to only 1,210,564 
barrels per day during April, 1960. The company's crude oil production 
during the first four months of 1961 averaged 1,465,543 barrels per day, 
which was over 20 percent above the average during January ~ April, 1960, 
and well above the increase registered by the Persian Gulf area producers 
as.a group thus far in 1961. 
I~ 
Ras Tanura refinery throughput for April averaged 261,237 barrels wo 
per day, bringing the daily average for the first four months of 1961 to 
251,683 barrels. This represented a 16 percent increase over the volane 
‘of crude oil processed in the first four months of last yeare = 
, ; ‘ 
26 Semi-Annual Aramco Board Meeting Held in U.S. on 
: GQ er) 
Aramcots semi-annual Board of Directors meeting. was held on @y afin 
San Francisco. Among the directors attending was Saudi Arabia's niSner 
of Petroleum and Mineral Resources, Shaikh, Abdullah Tariki, who 
expected to return to Saudi Arabia about: May,10., According to ®rst reports 
reaching Jidda, no changes were made at ‘the San Francisco meeting with 
respect to the composition of Aramcots roll of officers and d@jrectors. 
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I - INTRODUCTION | 


Saudi Arabia entered 1961 with a new government in which commoners 
outnumbered royal family members in the cabinet for the first time. King 
SAUD assumed the duties of Prime Minister, and the key positions of Ninister \ 
of Finance and Minister of Petroleum were held by Prince TALAL bin Abdul 
Aziz and Shaikh Abdullah TARIKI. Throughout the first few months of the 
year the government called attention to its plans and hopes for speeding 
economic developinent, but at the same time maintained that it would not 0) 
sacrifice the country's newly won financial stability in carrying out its 
program. Government officials studied the 1960 economic report submitted by 
xperts of the World Bank and affirmed their intention of using the report 

at least as a partial basis for the new public. works programe Physical 
accomplishments during the period included the completion and opening of 
the surfaced road linking the capital city of Riyadh with Eastern Province 
centers and the undertaking of numerous street, water and sewage projects 


in several] cities. 
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The Arabian Amer.ican;:0il. Company (Aramco) enjoyed its highest production 
in history with an oltputvaveraging close to onc-and-a-half million barrels 
of oil daily or a 20% increase over its output during yo aie | ene 
Especially significant was the increased production of Gade oil frBH the. 

offshore Safaniyaield. The Japanese=controlled Arab id@z Oil Company: 
| began crude oil export’s during March from its offshore "N&geral ZondMncession| 
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3. Two Hore Drilling: Successes Reported by Arabian Oil Company | 


In the past three weeks the Japanese-owned Arabian Oil Company announced 
completion of two inore successful oil wells in its offshore Neutral Zone concession. 
Potential daily production of these wells, the 13th and 14th in the Japanese 
concession area, was estimated at 5460 and 5330 barrels respectively. There was 
no information available at Jidda to substantiate a report that well noe 14 had 
been afire for a period beginning about April 26, 


4, Isbrandtsen Mobile Trade Fair « Second Contingent 
A re, VONTInNgent 


The second exhibit of the Isbrandtsen Mobile Trade Fair, consisting of a display 
of U.&.=-manufactured kitchenware, cooking and other household appliances, opened 
‘April 26 on the principal thoroughfare in the Jidda comnercial area. Isbrandtsen 
principals report that the 10-day exhibit was well received and that numerous 
inquiries were made concerning the opportunity of purchasing inmediately the 


American companies. One comment of interest pertained to the large number of 
veiled women who observed the various displays from'the interior of their 
chauffered cars parked close by. (Saudi custom prohibits mixing of the sexes 
at most public affairs.) 


The next consignment of Isbrandtsen Nobile Trade Fair exhibits, which will 
be devoted to building materials, is scheduled to arrive in Jidda on June 4. 


5 Influx of Jidda Visitors Continues 
Pa tors Gontinues 


The Embassy has learned ‘that the majority of the representatives of American 
banks and companies who visited Jidda during the past month were inaking their 
first visit to Saudi Arabia. Without exception, their initial impressions were 
somewhat more favorable than they had expected with respect to sales, market 
potential, and the caliber of their local representatives. Visitors since 
‘April 15 have included: 


David R. CLAY = kegional Vice President, Pepsi-Cola International 

Steve No STEPHENSON + Regional anager, Snap-On Tools Corporation 

Lyman hi, RUNDLETT - Vice President, iWestrex Conpany, East 

John SOCHOW ~ Morgan Guarantee Trust Company 

George F. GRAHAM - International Representative, Johnson's Wax . 

Sabir Mh. AMAWI -~ Beirut Representative of the Hanover Bank of New York. 

Hugh He GREEN'- Sales Representative for Grumman Gulfstream aircraft and 
‘director of British affiliate of. Atlantic Aviation Corp. 
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just north of the Safaniya field, ana proceeded rapidly with construction of | 
perwuanent exporting facilities. The Saudi cabinet, acting in accerdance with 
the concession agreement, sanctioned purchase of ten percent of the Arabian Oil 
Coipany shares. 


IL - PETROLEUM 


Of principal interest in this sector was the oreatly increased crude oil 
production by Aramco during the period covered by this report. Averace daily 
production during this four months was 1,465,543 barrels, a resounding 20% 
increase above the daily average for the game months of 1960. It is customary 
for Aranco's crude cil output to fall ecf£EF semewhat during the sunmer months, but 
even so an over-all 1961 production of over 1,406,000 parrels per day seens likely. 
Company officials called attention to the fact that, percentage-wise, Aramca's 
January-April production increase was well above that registered by Persian Gulf 
producers as a Group. The company established a new one-day production mark of 
15235122 barrels on January 20. New records also were established at has ‘fanura 
refinery, and the daily averafe throughput for the period covered was 251,¢53 
barrels, a 16% increase over the volume processed in January-April, 1960. 


Tyo new development wells were completed by Aramco in January and February, 
and the number of wells in producing status at the end of February was 207. 
This included five wells in the Khursaniya field which entered regular production 
during February. york continued on additional pipeline and pulping installations 
to make possible a sharp expansion in production froin the offshore Safaniya field, 
adjacent to the Arabian Oil Company concession area. To replace the drilling 
barge “Queen Hary™ lost in-a storm in December 1960, Aramco purchased a new 
deep-water drilling tender to be called the ADT-1 (Araweo Drilling Tender-1). 
This is expected to arrive in early June under tow From New Crleans and its 
coming will enable the company to recommence its development drilling program at 
Safaniyae Aramco experienced no disruptive labor conditions during the period. 
The company placed new emphasis on its policy of purchasing as many of its 
material requirements as possible from local merchantse An indication of this 
was the arrival in April of the first consignment of large diameter pipe to be 
purchased through a Saudi firm instead of by Aramco purchasing, agents abroad. 


The Trans-Arabian Pipeline Company (Tapline) continued to wrestle with 
persistent transit fee problems with Jordan, Lebanon, the United Arab Republic 
and Saudi Arabia, yet the volume of crude oil pumped through Tapline rose during 
the recent winter months tothe highest level in several years. Tapline through 

put in January-March averaged about 418,000 barrels per day as compared with an 
over-all 1960 average of less than 250,000 barrels, daily. However, throughput 
during the rest of 1961 was expected to return to about the 1960 level. 


The Arabian Oil Company reported completion of five new producing wells 
during the period and on March 25 inaugurated its export ing activity by shipping 
out its first crude oil cargo. This occasion was commemorated by ceremonies at 
the company's camp at Khafji in the Vuwaite-Saudi Arabia Neutral Zene on April 3, 
the honored guests being King Saud and the Ruler of Kuwait. Sele market for the 
company's oil to date is Japan. An American construction firm was awarded a 
$70 million contract by the Arabian OQLl Company for building additional 
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facilities in tne offshore Veutral vcne aroae ‘tha work reportedly will include 
four Flow stations, a central gathering station, an offshere Loading dock, and 
other appurtenances, all of which will enable production to reach 200,000 barrels : 


ef ertde oil daily. 


The Getty Gil Company maintained normal production operations in the onshore 
Meutral Zone area, and its activitics continued to attract little or no attention 
from Caudi newspapers and of ficialdou. 


The Saudi Uinistry of Petrceleun and tdineral Resources moved its headquarters 
from Jidda to kiyadh in late winter and shortly thereafter the Jidda representatives 
of both the Arabian Oi1 Company and the Cetty Oil Company fFollewed suite Guch 
action was not necessary on the part of .ranco, which has maintained an office 
at kiyadh for many years. Petroleua kinister Abdullah Tariki divided his tiie 
Setween domestic petroleum affairs, other Saudi sovermaental problems, and 
foreign conferences of the Orsanization of Patroleun Exporting Countries (CPic) 
and the Arab League. Tariicd announced the appointment of Hisham MIR, an 
official in his ministry, as the Saudi Avabian Governor on the OPEC Board. 


The Caudi Council of i.inisters decided to sanction the purchase by the 
sovernment of the equivalent of $7 million ef shares in the Arabian Oil Company. 
Oil Minister Tariki took the occasion to declare ayain that any new concessions 
avarded to foreign companies would be modeled after the Saudi-Japanese agrecaent 
with regard to the clause giving the Caudis the right to buy 10 percent of the 
suareSe 


The govermaent's proposed minerals code avaited final consideration hy tne 
Council of isinisters. Uetails of its provisions were not made public, nor dia 
their release appear liminent. 


LIT = FINANCE 


The new govermnentts determination to instill new vigor into the domestic 
economy was evidenced by a supplementary budget allocation in February for puolic 
works projects. Of the total of SR 73 raillion*, SR 35 million was alloted from 
unexpected oil revenues not mentioned in the original budget, with the balance 
coming from revenues previously budgeted. Over two-thirds of the SR 73 million 
was granted for direct spending by local government municipalities rather than 
national iinistries and agencies, thus assuring more rapid and widely distributed 
benefits. The Lion's share of funds going to municipalities was destined for 
street and sewage projects. Because of the unexpectedly high level of crude oil 
production it is senerally believed that an additional budgetary. surplus will be 
announced in the coming months. : 


* 4.5 Saudi Riyals (SR) =, $1.00 U.S. 


assim 


Page of 


, 5 _PHCLASSI PIED =| Encl. No.—___-— 
(Classification) Desp. No. 367 
Fro’ Jidda 


Further payments to ereditors of the soverninent and royal fainily caused 
soiae reduetion in the national debt. The debt is now within manageable 
proportions although few details are available. ‘The iiinister of Finance announced 
that the sum of Gh 225 million allocated for repayment of debts in the current 
waudi budget includes about Si 111 million for domestie debts and SR 114 million 
for foreign obligations. Settlement of debts ramained a painstaking process 
because of cumbersome requirements for creditors to resubmit proof of claims 
which, in many cases, were fully documented at least once or twice previously. 


The Saudi Ayabian Monetary Agency (SAHA) announced purchase of an 
additional $35 million worth of gold from the ederal Neserve Sank of New York. 
With this purchase the portion of Saudi Arabia's currency cover held in gold was 
raised frow 13 to 38 percent, the balance being held in foreign exchange 
convertible to gold. GAla statistics showed a sharp increase in curreney in 
eirculation From about the aiddle of areh. From January to mid-Mareh, currency 
in circulation averaged about Sk 566 willion, but thereafter the volume clinbed 
steadily to a new lGemonth high of Sk 625 million on April 27. The sharp increase 
was wainly due to the approach of the annual pilsrimage season during which a 
areater volume of money usually is required to finance temporarily increased 
commercial activity. The new Saudi currency notes printed in London were not 
placed in cireulation although initial shipments arrived and were plaeed in CALLAN Ss 
vaults for introduction during the summer. 


It was announced that ur. Anwar ALI, permanent IkF offieial who has served 
as liead of the Nonetary Agency sinee April of 195%, would remain at his post 
through iareh 1962. This was the third time Mr. slits term had been extended. 


ew royal decrees in the financial sector included the abolisinent cf a 
municipal real estate tax which for many years had not been uniformly enforced 
throughout the country, and the establishwent of new rezulations covering the 
duties of £inance representatives attached to all central government ministries 
and departwents. The latter decree apparently was aiwed chiefly te encourage 
creater fiseal probity among state officials of all ranks and departments. 


On the conmercial banking seene the development with greatest long, range 
signifieance was the government's move to draft a code regulating the activities 
of ecommereial banks. A prominent Putch banking expert was engaged to do the 
spadework and by the end of April had nearly completed his report. The need for 
more precise banking regulations was pointed up by the ecireumstances surrounding 
the domise of the Saudi-owned bank. al-Vatani in March. This bank was dissolved 
by order of the lonetary Agency which, after a thorough study of its affairs, 
stated as the main reason for the bank's. weakness “gross. mismanagement by its 
board of directors and by sone of its leadin:, officials". The dissolved bank's 
assets and liabilities were integrated with the Kiyadh Bank, also Saudi-owned, 
and the funds necessary for: the Riyadh Bank to discharge the excess liabilities 
inherited from the. Bank al-Watani were pledged. by the saudi Government. 


‘UNCLASSIFIED | 


| Rainfall was above average in the northern areas of the country which had 
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AMD) DOMESTIC MARKET CONDITIONS 


‘The cortaercial renaissance which was hoped for by many Saudi merchants as 
a result of the change of government in Leceuber, 1960, did not occur although 
coumercial and construction activity in the period covered appeared greater than 
a year ago. ‘The approach of the pilgrimane season caused the month of April to 
le perhaps the best single Gonth of the winter for commerce in the ilejaze tiost 
wholesale and retail prices were largely unchanged duzing the winter. The aew 
cipliasis on waunicipal isprovesent projects created the prospect of the best sumer 
Susiness season since 1°5€ notwithstanding the seasonal drop in market activity 
wuring the long and vacomfortably hot sumer period. 


A trade delegation fron the Syrian region of the U.AeK. visited Riyadh in 
January. Shortly afterward cave an announcenent that the present bilateral trade 
agreenent between the tyrian region and Gaudi Arabia would be extended until 
January, 1962, out vould be allowed to lapse at that tine in view of the present 
saudi policy of forsaking bilateral agreements with Arab states in favor of 
collective Arab League trade agreanents. 


saudi ivabia continued to give active support to the Arab Boycott-of-Israel 
prograi, and available data showed that at least 24 foreign companies, including 
13 of American nationality, were added to the Saudi blacklist during the period. 
At the end of April came a report that steps would be taken to strengthen economic 
ang commercial relations with a number of new African countries, the aim being 
particularly to check Israeli attempts to establish new African markets for her 
exports. 


Increased interest was shown by American companics in sending comaercial and 
banking representatives-to visit Saudi Arabia. Embassy records show that 
representatives of at least 30 such coupanies wade business trips to Jidda in the 
period under review, and it is likely that many visits ocourred without being 
noted by the Embassye ost visitors expressed satisfaction and favorable surprise 
with respect to the caliber of their local agents and the market potential of 
Saudi Arabia. , 


y - AGRICULTURE AND WATER DEVELOPMENT 


Acricultural improvements and planning appeared to be receiving new emphasis 
from governuent officials including the new Einister of Agriculture, who made 
extensive personal tours of yegkaraxeg present and potential farming regions. In 
addition to routine operations including plant research, Limited extension work 
and rental of far machinery, the Ministry of Agriculture proceeded with its 
major draining project at the Qatif oasis in the Eastern Province. This oasis, 
comprising about 16 square miles, has suffered from an excess of briny water 
brought to the surface by scores of uncontrolled artesian wells, and the present 
drainage project is expected to reclaim considerable land acreage for agricultural 
use. King Saud inaugurated the first stages of the project while visiting the 
Eastern Province in April, but project completion is about 3 years off. 


—suffered frou severe drought for the past two years. Another happy circumstat 
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“as the fact that the 1960-61 winter locust season was less serious than usual 
in :nost of the country. The FAO Locust Control Mission in Jidda Functioned in 
its usual role as coordinator of the efforts of the half-dozen national locust 
fichting teams operating in the country. Anti-locust units from India, Pakistan, 


the Udell. (Spyptian kegion), Jordan, Sudan and audi Arabia were in the ficld. 


A wajor irrigation project hardly begun as yet is the Vadi Jizan project in 
sovthwest Saudi Arabia. ‘fhe iiinister of Arriculture announced that this scheme 
would cost SR 2% million ($6.4 million) over a tyo-year period and eventually 
would irrigate 50,000 acres of land. Tt was understood that the United Nations 
emectal Fund, with whieh Saudi trabia signed a working arreenent in January, would 
finance certain studies for this irrigation nroject at a cost of about oh 2 «illicn 
(6,44 million). Among other majer long-term objectives of the Ministry of 
Merteulture is construction of an irrigation das: near Abha, not far from the dadi 
Jizan area. Increased farm production is one foal of the governnent's plan to 
accelerate resettlement of bedowins in the nerthern ‘listricts, although this 
plan also has inajor social and educ ene significanee. Tt is now being studied 
somprehensively by a comuittse in which raikins representatives of several 
oinistries are takings part. 


the Uinistry of Aericulture retained principal responsibility for development 
of water resources both for arricultural and other uses. There were signs that 
the new Council of Ministers was considering establisiment of an independent 
‘inistxy to handle water affairs. In the face of increasing concern about thie 
wate: supply for the eaty of Miyadh, a special ministerial committee was estahlish 
iu January and within a few weeks had recomssended special appropriaticns te HS 
Aissing af several additional water wells around the city this yeare 
vt TANSPOMTATTION AND COUUUMICATIONE 
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an asphaltesurfaced xoad was opened in Vabrvary connecting Riyadh with the 
“astern Province and enabling automobile transit between the capital and the 
ray eae area in under 5 hehe Completion was far behind schedule because 
of difficulties with continual drifting of sand in the desert section west of 
cat: Many wholesalers of petroleum products who formerly made purchases at 
Agancots has bulk olant besan buying, their products at Dhahran and trvueltic 
overland to Riyadh, and competitive hirhuay passenzer traffic caus sed the Saudi 
Government Railroad to reduce its passenger fares between Dammam and Niyadh during 
arches Work continued on several other road projects in the country, principally 
the short but mountainous hecca-Taif segment ana the lengthy (about 430 miles) 
iedina-Tepuk road. Also underway but farther From coipletion were the highway 
connecting Kiyadh with the sejaz and the road northwestward: frou utyadh to Buraida. 


them 


There was no new railroad construction althoush the government reaffirmed its 
support of the project for restoration of the Hejaz kailway between Lafan, Jordan 
and Ledina. Representatives of several international construction firas took 
nart ina 10-day inspection tour of this dawuaged Linefluring February, and the 
deadline for subiaitting bids to the tri-nation Executive Conmittee handling the 
proposed restoration was postponed until Sugust 15. 
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surchased no additional aiccraét despite veeurrent 


of Yofonse and Givil oviaticn sean vould contract 
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Tox some jet aiverafe. re real nropsess was male toward converting caus 


i 


endian oirlines into au incorporated semi-cownercial enterprise despite Lenrethy 
negotiations with interested Saudi businessinen. Announcement was ma.te of Gaudi 
support fer the proposed International “rab Airways; a project of the Arab Loarue 
rox istance Flights to North and South america, -.frica, and the Far ‘laste 


Tame ats of international airline service to Saudi Aravia during the zeriod 
1 


tueiuced Lufthansats introduction cf boeing 707 Flights througs sghaliran and 
-dddle Mast Airlinets inclusion of Mhahran on its regional Somet-0 flights. 


VIL - DCOCHCLIC ve 


“he buprere Planning: soard. tool: chaxrve of the sovernaentts efforts to promote 
economic development. This autonnwcus seard was piven responsibility ¢ study, 


i 
socrdinate and supervise tuplementation cf all vrejects sponsores by tiie varicus 
-tnistriese The five vdnistars vetonczing to the soard @hose ix. najal HUSGAINT, 
Lene an eeonouic adviser at the linistry of Finances, as acting vecretary General 


fan 
ct 


ro execute decisicns of the Board. It vas announced in February tnat tue govermie 


had retuested the aid cf ie aorle dank) (isasy an locating a substantial nusbexs 
of axparts in various Fialds to jelp sunexvise the development prograre Already 


at work on the stafé of the vuprebe Planning Board were an “merican industrial 
pext and an Indian seneral econosist on Loan frow the United Hations to norevide 
staff assistance. Among the contracts concluded by the iLupreme Planning, Sear 
s one with a German company calling for a thorough industriel survey almwed at 
siupoiuting, the industrial ventures deemed wost suitable For prowotion. Another 
contract with a foreign firm called for a detailed study of proposed sever and 
a 


water lines in iecca, medina, and Jidda. 


Public release of the 1960 Jorld Bank economic report appeared inainent and, 
in fact, portions of the report - recently translated into Arabic - were sucynarined 
vary briefly in the local press. Une paper reported? that the swocld Bank had 
wecormmended for urgent attention nearly a score of development projects in at 
least a half dozen fields: water, sewers, agriculture, corsunications, education 
and powers The paper reported that these projects would cost $69 million in 1961 


and LY? 


a 


sstablish tarif£ protection for beneficial 


In line with the new policy to ¢ 
domestic industries, the governi.ent in # 
etal containers used in tue two Saudi factories producing pressurised ascse 
wewsprint twports also vere fread f£xom custows duty. However, no action was 
taken to assist the cainent industry, which had been specified by the povernucnt 
nolicy announcencnt of becamber, 1UCS, as oue in need of protection. A draft 
hill ceportedly aimed at industrial protection and encourazenent was uncer study 


in the Finance and Conmacree tinistries, but its contents tere not announced. 


% Established in becember 1900 and known as the liigher Plannins Council for 


the first wonth of its existence. 
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| Many new physical and institutional projects were under consideration but 
not yet sanctioned by the Council of Ministers. These included: the~ ee 

construction of silos for grain storage in Jidda and Dammam; a comprehensive 
road network scheme in implementation of a report submitted in February bya 
Dutch engineer; establishment of free ports in Jidda and Dammam. format ion: of. an. ate 

agricultural and industrial banks; and establishment of an administration ie 
institute to train civil edevante in proper administrative techniques. 


The Japanese Government was endeavoring to play a more active role in. the: 
Saudi development program, judging from its announced offer to train sepropriate 
Saudis in fishing and agricultural methods. Earlier the Japanese had successfully” 
promoted a visit to Japan by the Saudi Director General of Posts, Telegraph and. : 
Telephones prior to final decisions on scheduled improvements in the Saudi 
conmunications network. 
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Transmitted herewith is the March Market Report of the Dammam Branch 
of the Netherlands Trading Society to the bank's home office. This report 
is supplied by the bank manager to the Consulate General on a confidential 
basis and should be treated as Official Use Only. 


0) 
SUMMARY OF REPORT s 
= oh 
Aramco's crude oil production during March decreased to Ss 
1,472,124 barrels per day but quarterly crude production of 133 
million barrels and refinery production of 22 million barrels were = = 
both new records. to © 
~D &S 
41,151 tons of goods were offloaded at Dammam port between im 
January 18 and February 16, 1961. Cement accounted for almost ha 
the amount while timber imports dropped sharplye Twenty-nine ships re 
discharged cargo during the period, leaving only five at anchor. = 


The Dhahran airfield served three purposes}; civil airport; Saudi 
training base, and U.S. air transport facility. The report estimated 
that running the airfield would cost the Saudi government about 15 
million riyals (3.33 million dollars) per year and the departure of 
the Americans will mean an increase in unemployment since about 800 


Saudis are employed theres 


Walter M. McClelland 
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Market Report No. 77 


March 1961. 


iixchanges 


The U.S. Dollar rate remains at 4.50, the Sama selling rate for Sterling 
moved from 12.57 to 12.60 during the monthe Lebanese Pounds were in demand 
and the rate remains very steadys 


Trade 


Prices were practically unchanged during the month, local sto cks at present 
being ample again. 


Quotations of various commodities were as follows: 
December January February March 


Flour (American) (per 100 lbs) Rls. 19+~ 20.- - 1&- 18.- 
Rice (per LOO kgs) " 51.50 51.50 50.- 50.- 
Sugar (per 100 kgs) " 66.—- 66.— 60.— 60.- 
Coffee (per 168 lbs) "  3300- = 3300— 330.- 3300- 
Tea (per 25 lbs) " T50- Tbe 15> 15e= 
Iron bars (per 1000 kgs) " -660.- 640.— 640.- 64Be- 


Cement (Egyptian) (per 100 bags) " 550e= 525e= 525m 525e= 


Oil production 


Aramco oil production in March amounted to 45.635.833 barrels (or 
6.084.778 metric tons) as against 43.321.239 barrels in the previous month. 
The average daily production changed from 1.547187 barrels a day in February 
to 1.472e124 barrels a day in March, The first quarter of 1961 shows a production 
of 13304930621 barrels against 110,419-968 barrels in the same period of 1960. 
The Aramco refinery at Ras Tanura processed a total of 226355212 barrels in the 
_ first quarter, an average of 248.391 barrels per day, both figures being new 
recordSe 


To replace the "Queen Mary" offshore drilling barge, which sank at Safaniya 
on 20th December Aramco purchased a new offshore drilling tender from the Anson 
Drilling Co., New Orleans for $ 14350e@00e-. The new tender will leave New. 
Orleans on March 30 under tow by Dutch tugs of the Smit Company, they should 
arrive here around the beginning of Junée 
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During Shaban (18/1 - 16/2/61) the following goods were offloaded at 
Dammam port: 


Cement - 19614 tons Rice 3634 tons 
Timber 445  " Sugar 70) 
Pipes &« Iron 1669 " Wheat 2553 =" 
Cars & machines ThA " Flour 540 4 
Sundry goods g119 +" Tea 32 ~«N" 


On the first of the month there were nine ships at anchor waiting for a 
turn to discharge, 25 ships arrived during the month and 29 were discharged, 
leaving 5 ships at anchoragee 


General 

Visitors to the Eastern Province in March included the president of 
Pakistan, Ayoub KHAN on his way back from London and the foreign secretary 
of the United States, Dean RUSK, who made a short call on his way to New York 
from the Seato conference at Bangkoke 


Kuwait Dinar 


The Gulf Rupee circulation in Kuwait, which is estimated to be around 
Rupees 500 to 550 million, will be replaced sn the coming weeks by the Kuwait 
Dinar, after the 13th May 1961 the Kuwait Dinar will be the only currency at 
Kuwait, the value is Gulf Rupees 100 = Kuw.Dine7e50 which places the Kuw. Dinar 
at par with Sterlinge 


It is reported that negotiations are taking place between the Government 
of India and the Kuwait goyernment about the transfer of the foreign exchange 
cover held against the Gulf Rupees, now being returned to India, it is expected 
that payment will be spread over a few yearse 


Dhahran Airfield 
The Saudi government stated on the 16th March that they did not plan to 
renew the agreement with the government of the United States on the operation 


of Dhahran airfield, which agreement expires in April 1962. 


The Dhahran airbase served three purposes? 


lL. a civil airport serving many international airlines 
2. a Saudi airforce training base, led by a US airforce training mission. 
3. a staging post for U.S. transport planese 
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It is because of these various purposes that the technical operations 
off this Saudi airbase were directed by U.S. airforce staff, who also operated 
many amenities, s.o. a radio~ and television station, they employed moreover 
about 800 Saudis. 


As from next year after the withdrawal of the U.S. Airforce the Saudi 
Government shall have to engage staff for the traffic:: and technical management 
of the airfield. So far it is not known yet whether a new training mission 
will also be engaged. However the running of the airbase will involve the Saudi 
government as from next year in expenditure estimated at about Rls, 15 million. 
Finally an increase in local unemployment is expected as gradually the Saudi 
contractors working! for the U.S. airforce finish their jobs. 


|_ OFFICIAL USE ONLY | 


= G 


QUEPULAR ETE 
(Security Classification) 


FOREIGN SERVICE DESPATCH 


DO NOT TYPE IN THIS SPACE 


VEL a. 00 [Seo 6 / 
FROM: AmEmbassy JIDDA 379 ARS A o Jb : o 


DESP, NO. Nee 
TO : THE NEPARTMENT OF STATE, WASHINGTON. May 20, 1961 Setar 
writ 5) UD er ) DATE 


6510, Feb. 23 CA-0124, March 24. es 
’ > vo > “CH 3 


ATR POUCH 


PRIORITY 


Embdes 318, larch 295 CA~ 


DEPT. 
MWepela 222282 2-De Alla bd—= 4 USN. 3 Neds. 
; = / 6) ad gs 6 ° 


For Dept. 
Use Only 


oO 


SUPREME PLANNING BOARD 


a Live Be Ve Krishna KURTI, United Nations economist under contract to the NS 
Saudi Arabian Covernment and attached to the covernmentts Supreme Planning Board 
(Embdes 310),has requested the Embassy's assistance in obtaining information 
on the subjects listed below. He explained that this data would be very useful 
in supplementing the studies currently being undertal:en by the United Nationst 
Technical Assistance Bureau (UNTAD) in Riyadh in connection with various 
economic development programs being considered by the Supreme Planning Board. 


2 
1) Scope and types of industrial training programs in other developing 
areas in Africa and Asta. 


2) Information concerning private agencies which extend aid to developing 
countries (Ford Foundation, Rockeféller.: Foundation, etce). 


3) Copies of studies about India and on guidance on small industries 
prepared by the Stanfard Research Institute at Henlo Park, California. 


4) Detailed data on U.S. firms supplying “turnkey installation" services 
described in the Department's Instruction CA-6510, February 2, 1961 and 
CA~124, March 24, 1961. 


180c-G/00*VveRss 


Me. Murti indicated that UNTAB would be willing to defray the cost of any 
publications on these sub jectSe 


F The requested data can be sent directly to lr. Murti at the United Nation's 
Technical Assistance Dureau (UNTAB), P.O. Box 558, Riyadh, Saudi Arabia, or to 
the Embassy for transmittal to UNTAD. The latter method is preferred by the 
Embassy. ; 
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1. Hejaz Commercial Activity at High Level 


Since they reopened their doors in the last few days of May$¥ollowthg the Cu 
annual Moslem pilgrimage week, Jidda merchants have been doing a thriving business()} 
thanks to the temporary presence of pilgrims from abroad awaiting sea or air 
transportation home from Jiddae The official Saudi figures show that 286,000 
foreign pilgrims made the pilgrimage this year, and according to the press some 
230,000 were still in the country as of June 3. That business activity is at an 
exceptionally high level during the present pilgrimage season is indicated by 
the latest Saudi Arabian Monetary Agency financial statement which shows a 
currency-in-circulation figure of SR 655 million*® as of May 11. This is by far 
the highest figure in the 18 months since the Monetary Agency began issuing this 
type of statistics. 
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2e New Saudi Currency to be Issued on June 14 


The Monetary Agency published a statement announcing that it would commence  T. 
issuance of the new Saudi paper currency on the first day of the Islamic Year st 
1381 (June 14, 1961). The statement emphasized that the present paper notes, oF) 
known as pilgrim receipts, would retain their full value for a considerable period, 
and that both the new and the old money would be completely backed by gold~or by 


27 


currency convertible to gold and could be used for all types of financial ‘j 
transactionso ees - 


amg 


There will be five denominat ions “of the new currency, namely 1, 5, 10,50 
and 100 riyal notes. The introduction of 50 and 100 riyal notes will ‘facilitate 


| large transactions immeasurably since at the present time there is nothing larger 
han a 10 riyal pilgrim receipto Each of the new notes will be of a different 
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color and sizee The full statement of the Monetary Agency will be translated 
and submitted by despatch. 


36 Tariki to Attend Arab League Economic Council Meeting 


Petroleum Minister Abdullah TARIKI is planning to attend the Arab League 
Economic Council meeting scheduled to begin June 17 in Damascus. The full 
composition of the Saudi delegation is not known at this time. 


4. Opening of Bids for Hejaz Railway Reconstruction 


The Saudi press reported that bids for reconstruction of the Hejaz railway 
had been opened and were under study by the trienation Executive Committee in 
Damascuse The article said that 11 bids had been received from a total of 34 
foreign companies including firms from the United States, United Kingdom, Japan, 
Spain and Arab countries. The paper said it was expected that the company or 
combination of companies winning the bid would be required to complete the 
project within two yearse 


In h&é annual pilgrimage speech in late May, King Saud referred to the 
Hejaz railway project and to the cooperation displayed by the UAR and Jordan 
toward bringing the project into being. The King expressed the hope that the 
rail line would be ready for use by pilgrims during the 1382 pilgrimage 
(AprileMay, 1963). 


Se UAR Trade Exhibition Renewed 


The Embassy of the United Arab Republic gave a reception on June 1 to draw 
attention to a new display of products in its permanent commercial exhibit in 
the center of Jiddae The guest of honor was Hasan Abbas ZAKI, Executive 
Minister of the Treasury for the UAR Southern Regione In attendance were 
representatives from the Saudi Arabian Government including Minister of Commerce 
Ahmad SHATA and Petroleum Minister Tariki, the diplomatic corps and many 
prominent Saudi businessmen. The exhibition itself consisted of sample displays 
of textiles, ready-made clothing, househéld appliances and furnishings, 
automotive equipment, office equipment, pharmaceuticals and handicraft products, 
all of UAR manufacture. 
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In response to an Embassy officer's congratulations on the successful 
June 1 reception, the UAR Ambassador in Jidda remarked that it was "just the 
beginning" and that henceforth the permanent commercial exhibit would be 
operated in a much more efficient fashion with displays changed every 3 or 4 months. 


COMMENT: Renewal of the exhibits in the UAR trade pavillion was long 
overdue. The previous exhibit was drab, lacklustre and over 2% years old. Its 
drabness, in addition to apparent overstaffing, tended to confirm the "souk 
rumors" that the trade mission was merely the cover for other activities. | 
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The various products, for the most part, are now attractively presented and, 
despite much obvious copying of American or European designs, their Arab 

origin is bound to have a certain nationalistic appeal. Prices are competitive. 
A vigorous UAR sales campaign could usurp a considerable portion of the 

middle and lower income market for these products in Saudi Arabia. 
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ve Resumes Activity; Saudi Cement Company Expected to Start Operations in Julye 


Transmitted herewith is the May Market Report of the Dammam Branch of the 
Netherlands Trading Society to the bank's home office. This report is 
supplied by the bank manager to the Consulate General on a confidential © 
basis and should be treated as Official Use Only. 


SUMMARY OF REPORT 


Prices remained fairly steady. The relatively abundant winter 
rains made supplementary feeding of sheep and goats unnecessary 
and barley and wheat prices therefore dropped, bringing losses to 
importerse 


The Saudi Cement Company is expected to begin production in 
Julye 


L9LZ-9/O0G’*V988 


A record 202 tankers were loaded at Ras Tanura during April. May 
production dropped to 1,342,932 barrels per day. The new offshore 
drilling tender arrived in Ras Tanura ttay 256 


36,586 tons of goods, about half cement, were offloaded at Dammam 
port between March 17 and April 16, 1961. Twenty-two ships discharged 
cargo during the month leaving six ships with a total of 257 tons of 
cargo waiting to discharge. ‘+ 


SO 


(ConGen COMMENT: The increase in tonnage discharged over the 


_ previous month, which was Ramadan, was to be expected.) me 
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Exchanges 


The U.S. Dollar rate remains at 4,50,Sterling weakened further from 
12.58 to 12.56, with brokers showing no interest. The rates of Gulf Rupees 
and Lebanese Pounds again went up slightly. ; 


Trade 

Prices again show little movement, the price of flour dropped slightly. 
On account of abundant (for Saudi Arabia) winter rains no supplementary 
fodder has to be bought for the large herds of sheep and goats, consequently 
local prices of imported barley and wheat have been depressed and importers 
suffered lossese Purchasing orders for cement are growing less as the 
Saudi Cement Co. at Hofuf is expected to start operations in July. 


Quotations of various commodities were as follows: 


February March April May 
Flour (American) (per 100 lbs) Rlse 18- 1S- lite 16.5 


Rice (per 100 kgs) N50 ee 50e- 50.- 5le- 
Sugar (per 100 kgs) i) 60.~ 60.— 60.— 60.- 
Coffee (per 168 1bs) " 330.— 3300 3300- 330.- 
Tea (per 25 lbs) " 15 9= Teme Tem Ter 
Iron bars (per L000 kgs) " 640.— 6400 6 40e— Be = 
Cement (Egyptian) (per 100 bags) " 525—= 525—e~ 525 em 525 a 


Oil eduction 


The Aramco oil production in May amounted to 41,630,887 barrels (or 
5, 550e785 metric tons) against 42.371.570 barrels in April. The average 
daily production dropped from 1.412.386 barrels a day in April to 1.342.932 
parrels a day in May.'. At Ras Tanura a record number of tankers (202) loaded 
22,.134e732 barrels of crude oil in Aprile 


. The Abu Hadriya oilfield, 160 km, northwest of Dhahran, will be put into 
production as from October 1961, with an initial output of 50,000 barrels per 
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On 25th May the new Aramco drilling tender, which left New Orleans 
under tow on April 4, arrived at Ras Tanura after a §1 day trip. After 


refueling it was towed to Safaniya, where it will very soon start on 
Aramco's offshore drilling operations, ; 


Shipping 


During Shawwal (17/3 - 16/4) the following goods were discharged at 
Dammam port: 


18441 tons Cement 10551 tons sundry goods 
786 tons timber 1463 tons rice 
472 tons pipes and iron 3888 tons wheat 
102 tons cars and machines 883 tons flour 


On the first of the month six ships were waiting for discharge with 14279 
tons of cargo, 22 ships arrived during the month 22 ships also discharged, 
leaving six ships at anchorage with 257 tons of cargo on board at the end of 
the month, 


General 


It is reported that the fire in offshore well no. 14 of the Japanese 
Arabian Oil Coe so far has not been extinguished. 


A further supplementary budget was announced allocating Rls. 9 million 
to new projects against a similar increase in revenue covered by expected 
higher income from oil. 


The water projects commission for Dammam and Alkhobar announces that 
installation of modern water supply and sanitation systems will start soon 
in the two cities. 


The next 12 months will be devoted to the planning, engineering and 
ordering of initial construction materials. The actual construction will 
be completed in about two and a half years time. Both water supply systems 
will be composed of a series of wells from 300 to 500 feet deep. Hlevated 
tanks with a capacity of 500,000 gallons each will provide storage facilities. 
The sanitation plants will incorporate a treatment system based on ponding 


Both systems are financed by means of an interest free 15 year Aramco 
loan of US $8,500,000.—-, approved and guaranteed by the Saudi Arab Government. 


L ao a 


| OFFICIAL USE ONLY _ 


DO NOT TYPE IN THIS SPACE 


fe PRIORITY 


OFFICIAL USE ONLY . 


(Security Classification) 


FOREIGN SERVICE DESPATCH 


fh 


ff 


FROM: Amconsul DHAHRAN K (4 ( 


TO : THE DEPARTMENT OF STATE, WASIIH NG June 21, 19616 2 h 1961 
DATE ° 


REF CERP: Section D. Item IV; ConGen Despatch 285 of May 16, 1961. 


7? WS ALY 
SRB. 3. XB Cal 9 logy f= 


ort for April 1961 Regarding Activities 4 
eady; Dammam Port Activity Slackens,. 


59. ff 9.f.7- 9. Life ll 
2x Rage t—DIL = Dn = TSS, NMOL 2 a 


[ Transmitted herewith is the April Market Report of the Dammam Branch of 
the Netherlands Trading Society to the bank's home office. This report is 
supplied by the bank manager to the Consulate General on a confidential basis 
and should be treated as Official Use Only. 


SUMMARY OF REPORT 


Large stocks of staples remain available and prices are steady. 
Much sugar has been imported from Poland and Czechoslovakia. New 
orders for staples have been few as a result of the prevailing low 
profit margins. (ConGen COMMENT: In view of the long lead time 
necessary before goods arrive here from most sources of supply, this 
practice of not ordering when supplies are plentiful often leads to 
shortagese) 


25,740 tons of goods were offloaded at Dammam port between February 
17 and March 16, 1961. Cement again accounted for almost half the 
tonnage. ‘Twenty-eight ships discharged during the month leaving six 
ships at anchor. (GonGen COMMENT: The sharp drop in tonnage from the 
previous month's 41,151 tons is probably at least partly due to the 
fact that the new month was Ramadan, the month of fasting.) 
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April 1961. 
Exchange 


The U.S. Dollar rate remains unchanged at 4e50, Sterling gradually weakened 
from 12.60 to 12.58 with the local brokers only dealing in small amounts, 
transactions of any importance have to be closed in the Djeddah market. 
Temporarily, India Rupees (Gulf circulation) were on offer and the rate dropped 
to about 1% under the India Rupee rate, towards the end of the month the discount 
narrowed to about 3%e 


Trade 


Prices showed very Little movement, the local prices of milk and ghee 
remained unchangéd, though higher quotations were reported from producing 
countriese Large stocks of these commodities appear to be available locally, 
as also for sugar after heavy arrivals from Poland and Czechoslovakia. 

New orders were very few as the present prices leave no profit margin for 
local importers. 


Quotations of various commodities were as follows: 
January February March April 


Flour (American) (per 100 lbs) Rise 20e~ 18.- 18—- 17 
Rice (per 100 kgs) " 51.50 50. 50e- 50-- 
Sugar (per 100 kgs) " 66.— 60e= 60.— 60.— 
Coffee (per 168 lbs) " 330.— 330.—- 330.— 330.- 
Tea (per 25 lbs) W 15> Tbe= T5e- Tbe 
Iron bars (per 1000 kgs) " 640.= 640.- 640.- 640.- 
Cement (Egyptian) (per 100 bags) " 525e~ 525m 525 em 525 em 


Oil production 


Aramco oil production in April amounted to 42.371e570 barrels (or 
62649-0542 metric tons) against 4556350833 barrels in March, The average 
daily production changed from 104720124 barrels a day in March to 1.412.386 
parrels a day in April. The refinery at Ras Tanura. processed 7 8372106 
barrels during April or 261.237 barrels per day, which means that. the refinery 


| at present is working over capacity... 
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Shippin 


During Ramadan (17/2 - 16/3'61) the following goods were discharged 
at Dammam port: 


Cement 9300 tons Rice 14706 tons 
Timber 639 " Sugar 296 " 
Pipes and iron 1605 " Wheat 5300" 
Cars & machines 393 +" Flour 142, "1 
Sundry goods 7225 +" Tea 99 ~+«S 


On the first of Ramadan eight ships were at anchor waiting for their 
turn for discharge, 26 ships arrived during the month 28 ships discharged leaving 
six ships waiting for their turne 


General 


The shipping disaster of the ss. "Dara" which caught fire in the vicinity 
of Dubai in the Persian Gulf, resulted in the loss of many lives amongst which 
were a few Aramco employees, and a prominent oil executive from the Bahrain 
Petroleum Co, and his wife. 


April brought a coyple of heavy showers including large hailstones which 
caused much minor damage inthe Eastern Province, The 0.7 inch rainfall 
brought the total for this year's rainy season up to 1.86 inches, which 
compares with 0.41 inches for the same period of 1960. 


It was reported from the neutral zone that the Japanese Arabian Oil 
Company again met with difficulties when their well no. 14 which was being 
drilled took fire. The total damage is unknown yet. 


H. M. King SAUD ibn Abd Al Aziz paid his annual visit to the Eastern 
Province this month, arriving on the 17th April in Dammam and leaving for 
Hofuf on the 25th April. During his stay King Saud attended many receptions 
and banquets and a parade of the Saudi Army. He opened the first part of the 
Qatif drainage project, which includes a network of drainage ditches to improve 
conditions for agriculture in Qatif. A further sum of Rls. 1.000.000.— 
was allotted for a later stage of this project. The King also opened the new 
cold storage plant of the Khalifa Gosaibi firm. 


‘Aramco made two loans to the Dammam and Alkhobar municipalities of USb, 
million and US$4.5 million respectively, both loans were guaranteed by the 
Saudi government and were given free of interest. The money shall be spent 
on sewer - and water works systems for the two placeSe 
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Transmitted herewith is the Economic Report for the first quarter of 1961 
prepared by the Economics Department of the Arabian American Oil Company | 
(Aramco). This report is furnished to the Consulate General on a confidential 
basise 


Highlights of the report are given on pages i and ii of the enclosures 
Of particular interest are details of the IBRD report recommendations, an 
estimate that the report will become the basis of Saudi planning whether 
formally accepted or not, the probable organization of the Supreme Planning 
Board, monthly data on the value of imports for the four Hijrah years 1376- 
1379, and a discussion of projects affecting employment in the Eastern Provinces 


COMMENT: Although unemployment continues, commercial activity seems to 
have improved considerably in the Eastern Province. This is, however, @ re 
traditionally active time of the Hijrah yeare When more of the projects , 
mentioned in the report are actually underway, unemployment should decline. 


While the Riyadh bank is not as conservatively run as other banks in the 
area, the statements in the report (Page 8) are no more than a warning. In | 
the Eastern Province the manager, 2 Palestinian by origin, appears to be | 
very capable and there is no reason to believe that the bank's position is at 
all shaky. , 


The downward price movement noted by the report (Page 14-15) in the Eastern | 
Province has not reversed itself despite the improvement in commercial conditions. 
The Consulate General considers that this trend is due at least partly to 
permanent factors, such as smaller profit margins resulting from increased price 
competition ae growing, willingness to seek volume and smaller costs resulting 
from improve  auipore faci l.s ties, and increased experience. 

The al-Khobar project ‘to construct @ sea-front drive (Page 19) has been 
dropped for jbhe -pr egente . Too many inhabitants of the city felt that there 

were many more Pinder ivel way (to spend the money, such as completing the pavin 
| \ of the principal streets, = 
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The contractor for the Qatif-Tarvub causeway has discovered that costs are 
higher than anticipated. He has offered to make a large payment in return 
for release from his contract. Gontrary to the implication of the report 
(Page 19), both this project and the Qatif drainage project have nothing to. 
do with Damm Me 


The Dammam sewer and water project will probably follow approximately 
the same schedule as that of al-Khobar (See Page 19). The Dammam Municipality: 
is also lighting nine streets and building 4 casino at Half Moon Bay and 
plans a new municipality building, some street widening and several minor 
projects. 
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QUARTERLY ECONOMIC REPORT 
First Quarter 1961 


HIGHLIGHTS OF THE QUARTER 


The country entered the year 1961 with a Council 
of Ministers which had been in office less than two weeks. 
There were indications thet the change in Government would 
be accompanied by some relaxation in the stringent financial 
policies of the past three years. 


On February 12, the budget for the current fiscal 
year was supplemented, “in view of an increase of oil pro- | 2? 
duction greater than expected and some other revenue items,” 
by SR 35 million. This surplus was added to the SR 291 
million previously allocated to the category "Kxpansiion of 
tho Two Holy Mosques and New Projects” thus bringing the total 
for this category to SR 326 million. ‘the new total for the 
whole budget is /SR 1,821,000,000 (404,666,667). ‘The new 
allocation appears to contvadict Article 13 of the badget 
regulations, indicating that the present Governnent foels 
free to be selective in its adherence to or circumvention 
of those regulations. Since the size of the Government's 
debt is not large in relation to its income, this type of 
nodification of the budget would not appear to give rise to 
financial difficulties if other commitments are met. 


The present Council of Ministers has demonstrated 
a keen interest in economic development. ‘The Supreme 
Planning Board, successor to the Economic Develomment 
Committee, has been very active during the quarter. The 
Board will have as its staff a Secretariat composed of a 
team of experts in all phases of economic planning and 
development. Arrangements have been made for the ITERD to 
assist the Board in selecting the staff of the Secretariat. 


The quarter witnessed the final stages in the 
country's first case of bank "insolvency." For many months 
al-Bank al-Watani had been in a precarious financial position. 
The Government finally intervened for the last time and 
brought about a merger of the institution with the Riyadh 
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An announcement has been made that the Dhahran 
Airfield Agreement with the United States will not be 
renewed when it expires next April. The major economic 
effects of this action will be the cessation of the U.S. 
Government's expenditures locally and the necessity for 
the SAG to increase its expenditures to operate and maintain 
the Airport and attendant facilities. 


These and other subjects are discussed below 
under the following headings: 


I. The SAG Budget 
Economic Dsvelopment 
Banking 
SAG's Foreign Exchange Position 
Trade 
Prices 


Projects Affecting Employment Levels 
in the Eastern Province 


Shorter Notes of the Quarter 
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I. THis SAG BUDGET 


On February 12, 1961, Radio Mecca announced the contents of Royal 
Decree #74 which declared a budget surplus of SR 35 million and allocated 
it to new economic develoyment projects in the State Budget for 1380/1361. 
This brought to SR 60 million the total amounts earmarked for "new projects" 
in the current fiscal year. 


As originally published on December 24, 1960, budget Chapter 34, 
"Expansion of the Two Holy Mosques and New Frojeots," contained an alloca~ 
tion of SR 291,146,249. On December 31, Radio Mecca announced the details 
of the expenditure of SR 248,185,077 of this amount for specific projects, 
leaving SR 42,961,172 unallocated. After the addition of the SR 35 million 
on February 12, budgetary expenditures for "projects" for fiscal 1380/1361 
amount to SR 326,146,249 ($72,476,944) of the budgetary total of 
SR 1,821,000,000. This increased the allocation to projects from 16.3% 
of total expenditures before the increase to 17.9% of the total after the 
inerease. 


The allocation of these SR 35 million to projects contradicts the 
wording of Article 13 in the budget regulations which states in part: "Any 
(receipts) in excess of the revenues. ..as estimated in this budget, shall 
be paid into the ganeral reserves of the State and used towards the redemp- 
tion of public debts." 


Two detailed lists of project allocations were announced over 
Radio Mecca on February 12. The first list totaled SR 15,000,000 from 
"the economic development allocations in the budget.” The second list 
totaled SR 60,000,000 and was identified as amounts to be spent on “new 
projects." The details of these allocations are shown in tabular form 
below: 


Table I 
DETAIL OF PROJECT EXFENDITURES, 1380/ 1381 

Project SR 
Water projects in Riyadh 6,000,000 
Riyadh-al-Qasim-Hayil Road 3,000,000 
Jiddah-Mecoa and Jiddah-Qeadhima Roads 2,000,000 
Port of Yanbu' 2,000,000 

Sub-Total 13,000,000 
High Technical Institute 1,300,000 
General Administration Institute 500,000 
Research on Water Borne Diseases 225 ,000 
Khalid Idris Hospital in Jiddah 416,675 
Mineral Exploration and Establish Fhotogrammetry Sect. 1,811,858 
Radio Equirment and Health Automobiles 90,000 
Expand Automatic Telephone System in Jiddah 400,000 


Continued. cece 
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Plant to Produce Concrete Ties for Railroad 3,000,000 
Gravel Ballast for Railroad 500,000 
Riyadh Lunicipal Projects 15,670,942 
Jiddah Municipal Projects 10,000,000 
Medina Municipal Projects 6,521,190 
Mecca, Municipal Projects 3,366,140 
al-Hasa Municipal Projects 38935550 
Tayif Municipal Projects 2,400,000 
aleKhobar Municipal Projects 2,500,000 
Qatif Municipal Projects 4,000,000 
Demmam Municipal Projects 3,000,000 
al-Kharj Iunicipal Projects 698,645 

Sub-Total 60,000,000 

TOTAL 73,000,000 


The itemized amounts above for "new projects" sum to SR 60,294,000- 
Wie assume that there are SR 294,000 more shown in one or more of the items 
than was actually allocated since the SR 60 million total apparently is 
correct. 


After the addition of the SR 35 million and the subsequent alloca- 
tion of SK 73 million, there remains SR 4,961,172 in budget Chapter 34, 
SR 2 million of which has reportedly been allocated to construction of the 
Abha dam. Thus, we have seen public notices of all but about SR 3 million 
of the entire development budget. It is possible that this amount has — 
likewise been allocated and the notice has not roached use 


Four days after the announcement of the budget surplus a local 
newspaper carried the story that the Council of Ministers had issued an 
order that the salaries of police officers would be raised to equal those 
of arny officers. An elaboration of this decision was broadcast over Radio 
Mecca on Tebruary 21 in the folloving words: 


The Ministry of Interior notified the Director General 

of Public Security that, pursuant to His Majesty's orders, 
agreement has been reached with the Ministry of Finance 

and National Hconomy to pay, out of its funds, all police- 
men the difference which will bring their salaries up to 
that of comparable grades in the army. This payment will 
be made as a grant because the 1380/1381 budget does not 
allow promotions. However, the a@ifference will be included 
as a regular item in 1581/1382 budget. 


It is not clear why the Government felt no necessity to explain 
the seeming contravention of the budget regulations on February 12 in the 
allocation of the budget surplus and within a few days felt the necessity 
to explain carefully that the salary increases to the policemen would have 
to be made as a " +" in order to conform to the budget regulations. 
There ere few who would contend that allocation of the surplus to project 
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expenditures was anything but desirable (assuming thet Ji sun ue wtiliaed 
productively), since the country is not overly-burdened by deut. It appears 
from these actions that the Government Zeels free to bo selective in its 
) adherence to or circumvention of the budget regulations. 


ZT. ECONOMIC DEVELOBINT 


The present Government gives every indication of being serious 
about eceonomic development and the new Ministers are for the mest part 
dedicated individuals who are anxious to do all they can to enhance the social 
and economic conditions of the country. The Ninistries all appear to have 
safficient authority to move forvard on projects which have been provided 
for in the State's budget. 


The Repoxt of the IBRD Kission on Saudi Arabia's economic develop- 
mant problems has been well received by the new Governnent even though it 
was prepared for the former regime. The Mission's recommendations are 
generally regarded as sound. ‘hile tho Government may not accept the 
Report’s recommendations in detail, it appears likely that the over-all 
approach recommended by the Mission will be adopted. 


There are several reasons why the Mission's Report will probably 
escupy an important plece in the Government's plans for the next year or so: 


A. Tho Report fills a vacuum in a critical area of the Government's 
activity. There simply is no other authoritative document avail- 
able for use in formulating current development policy. Because 
of a prolonged period of "austerity" and relative economic 
inactivity there is now an air of urgency in the Govermnent's 
determination to implement new projects to stimlate business 
and trade. For such a purpose a coherent plan is not’ only 
desirable but essential, and the Report fills this need. 


B, ‘The IMF and the IBRD ere closely identified in the minds of 
Government officials with the country's success in overcoming 
a serious financial crisis. The prestige of these institutions 


is therefore high, and Govermnent officials are receptive to 
their advice. 


G. ‘The report itself Is a sound and conservative document prepared. 
hy obviously competeat people. 


All these factors together virtually assure considerable reliance 
on the Report's recommendations. 


The main provisions of the Report are summarized briefly below: 
The Mission emphasized that it was not submitting an economic 


csvelopment plan or programe Rather, i+ was subuitijiue what it celled "an 
epproach to eccnomic developmant." The Report states several goneral 
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principles which the Saudi Arab Government should observe in its efforts at 
economic development. These principles are: 


Ae 


B. 


C. 


D. 
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Economic and financial stability is an essential prerequisite to 
economic development. ‘The Government should at all times be 
mindful that its policies do not lead to inflation. 


The Government's initial efforts at economic development should 
be modest. It should start with small projects and increase 
both the size end scope of its efforts progressively with gains 
in experience and resources. 

The Government should undertake initially only a relatively few 
projects. It should select those which will provide a sound 
foundation for future economic develoymsnt efforts. 


The Government shovld invest its funds only in projects which 
private enterprise is not prepared to undertale. 


The Government should engage adequate and competent staff to 
plan and execute all projects before they are started. 


Public investment initially should be made only in the following 
categories of projects: 


1. Development of water resources. 
2. Improvement of crops and livestock produstion» 


3e Improvement of communications facilitios (including roads 
and ports). 


4e Education and health. 


Projests finally chosen for implementation should be carried out 
through the Ministries, not by a central planning organi zetione 


The Mission recommended that the Government initiate what it calls 


a tworeycar interim program as the foundation for its future economic devyelop- 
ment activities. The main points of the recommended interim program are? 


Ae 


The Government should immediately set about recruiting adequate 
staff for planning its development activities; it should also 
engage competent consulting engineering firms to make comprehensive 
pre-investment studies. 


The Government should establish a seperate Ministry for Water 
Resources. The Mission belisves thet water is Saudi Arabia's 
most vital resource; it is too important to leave as a subsi- 
diary activity of the Ministry of Agriculture. 


BS ease eee at et a See SS rere 


- 5+ 


The Government should reorganize the Ministry of Agriculture. | 
Heavy emphasis should be placed on a rural welfare program — 
carried out through an agricultural extension service. This 
would include the establishment of experimental faxms, on the 
job training for farmers aad employees, aad the ereation of 
agricultural credit facilities. The goal of the Ministry of 
Agrioulture should be to make the country self-sufficient in 
food and fibers. 


The Government should establish a central planning body in the 
Office of the Prime Minister. This planning body should consist 
of an Economic Development leerd and a Secretariat. 


The following specific projeots which bare already been started 
should be completed: 


1. The Qatif drainage project. : 
2. Municipal water supply systems. 

3. Tae Riyadh/Khurais TOBA. 

4. The ‘Arafat/Tayif road. 

5. The Riyadh/Marat road. 

6. ‘The Danmam Fort. 


The Government should initiate as soon as possible pre-iuvestment 
surveys for the following prajectss 


ie Water and sewer systems for all the sounrtry’s major 
cities. 


2, The Wadi Jaizern irrigation project; 2 drainage and dune 
stabilization project for al-Hasa; various other irrigation 
and drainage projects throughout the country. New etudies 
of the fishing industry should be undertaken with a view to 
encouraging private enterprise in this azeac 


3, Surveys should be completed for several additional trunk 
roads and feeder reads in various parts of the country. 
(The report indicates specifically where these road 
surveys should be vudertaken). 


4e Datailed engineering data on several known. mineral 
deposits should be developede 


The Report recommended that those projects found to be feasible 


and sound as a result of pre-investment surveys be started as soon as 
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In the social field the Report recommended contimation of the 
present health program and expansion of the educational program with heavy 
emphasis on teacher training, technical training, and vocational agriocul- 
tural training. oot 


The Report suggested that the Government stimulate and encourage 
private enterprise to meet the power and industrial requirements of the 
Kingdom. It should establish regulations for power and other enterprises 
operating under monopolistic franchises. 

The cost of the proposed interim program was estimated at SR 400 
million. One half of this amount was to be spent in each of the next two 
years. The Report noted that the current budget allocates SR 200 million 
for development and special projects. (Actually, the budget allocated more 
than this, about SR 291 million. However, some coordination between the 
work of the Mission and Dr. Saad’s budget planning is indicated. ) 


His Majesty the King is President of the Supreme Plaming Board 
but this position is titular only. He does not attend meetings of the Boards 
Amir Talal, the Vice President of the Supreme Planning Board acts as Chairman 
at all meetings. The other members of the Supreme Playmning Board are: 


1. Badr ibn 'Abd al-'’Aziz, Minister of Communications « 

2, ‘Abd Allah al-Tariki, Minister of Petroleum & Mineral 
Resources. 

3.  Abmad Shata, Minister of Commerce, and 

4. ‘Abd Allah al-Tebbagh, Minister of Agriculture. 


The Board meets frequently, sometimes at night. Up to now they 
have spent a great deal of time discussing the organization and functions 
of the Board and the Secretariat as well as many specific projects suggested 
by the various Ministers. They have also spent considerabie time discussing 
the Report of the World Pank Mission. The Secretary Generel of the Board 
feels his most difficult immediate problem will be to restrain the Board fromm 
hasty action on projects not properly plamned. He is preparing e paper on 
the organization and the functions of the Planning Board and the Secretariat 
(which will be the Staff of the Board) refleoting bis views as to how the 
Board will operate. 


The Seoretariat of the Planning Board probably will be organized 
into three separate divisions: 


1. <A Planning Division 
°2. $A Technical Servises Mvision 
3. An Operations Division 


The Planing Division will have on its staff specialists in the 
fields of agriculture, water resources, mineral resources, and communica- 
tions, as well as several experts in the fields of economics, sociology, 
and statistics. The Planning Division staff will work with counterpart 


side assistance for Saudi Arab 


e SS REO TOT nr 


Aidit hameaeg nee | ee 
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in the various Ministries evaluating and coordinating project 


sexrsonnel 
Thig Division will alse make any — 


proposals initiated by the Ministries. 
apeciai studies requested by the Board. 


The Technical Services Division will be expected to develop out- 
iats economic dovelopnent activities from 
such organizations 4&8 the United Notions, the International Monetary Fund, 
the World Bank, the International Develoynent Association, other Government 
undation, and GO Or. This 


Bodies, private organizations » such as the Foxd Fo 

Livision will coordinate ail outside assistance of this nature and assist 
the Plisming Division jn integrating such assistance with the Saudi Arab 
Government's own efforts. 

Division will follow up om the implementation of 
oved by tha Board, ty maintaining liaison with 

the Ministry responsible fox imphementing the project. This Division will 
make periodic progvess reports te the Board, and will assist the Ministries 
in overcoming any barriezs +o implenentation that may develop. 


The Operations 
the various projects appr 


TIT. BANKING 


A. gi-Bank alcVabend. 

sed the culmination of ‘the 
tement on al-Banis al-Wateni. 
7, Radio Mecca. 


During the quarter the country witnes 
Kingdom's first bank failure. On Mareh 2, a ste 
by the Ministry of Finance and National Keonomy was read ove 
The statement said in part: 


The Ministry of Finance wishes to mention the following facts 
on the problem of al-Bauk al-Wateni in order to eliminate any mis- 
understanding some people have about the action taken by the 


Govezmment to solve the problem 


3s and soms responsible 


The membexs of the board of diractor 
ly abused the aduinistza~ 


employees of al-Benk al~Wetani have great 
tion of the bank. This neladmnistration included members of the 

board of directors taking loans from the bank, sereral paharcholders 
not paying for. theix stock, and the bank offexing huge loans without 


even considering & guarantee oT the eligibility of the person to 


whom the leans wore Nede» 


In spite of frequent warnings by the Savai Monetary Agency to 

gill banks, al-Beuk al-Wetanid (id not take into account the matter 
of financial liquidity- &t the beginning of 1360, when the bank was 
facing financial. difficulties, the Sandi Arabien Monetaxy Agency 
rendered with Government approval considerable assistance to the 

banks At thet tine ths bane antered into an agreement thet in 

the future it would observe tne practices of commercial bankss 
—Asoording to thia agreement, the hank also undertook not to declare 


any profits without the approval of the Saudi Monetary Agency> 


‘Shortly after signing this agrecnent and without tho approval of 


SITIES OS EEE a 


SILAS RS ELEMENT 


a 


bank had neither profits nor funds availabl 


tration shown by the toard of directorsosee 


fk, Seto ERED pe eceentoe Sere 


the Saudi Monetary Agency, the board of directors of the bank 
announced that it was peying jtself and other shareholders profits 
at the rate of 12%. This annowicement was made at a +ime when the 


e from which it sovld 


distribute these profits. This act is a sample of the naladminis- 


“es 


The bank completely lost the confidence of the public and it 
became apparent that even large aid would not rejuvenate the bank 
and that any loan to it at that time would be in grave danger of 
loss. Moreover, tho auditor's report presented at the request of 
the Monetary Agenoy showed a very serious situation which would 


not justify any large loan to the bank. Under such circunstances » 


conclusion that the only action +o be taken 


the Government and the Monetary Agency arrived at the regrettable 


to preserve the interes% 


of the depositors and the shareholders and to proteat the reputation 


of the financial organization inside and outside the Kingdom was +o 


merge the assets of this bank with enother national organization. 
Consequently, the agreement announced by the Monetary Agensy on 
January 26, 1961 was concluded with the Riyadh Bank. Therefore, 


the citizens should realize that this step, 
interest of the country and the depositors; 
shat the Government covld reache 


department and reported a fire in the archives o 


The damage, however, apparently was no 


destroy the bank's records was made. 


experience in banking methods "as they go along. 
been some considerable pressure to gliminate the 


Without competent managers and technicians, most 


further trouble. 


B Saudi Arabian. Monetar \wenoy. 


U, 
eererrmate Ina an are 


With this issue of the Quarter) 


wot 


SAMA "Statement of Affairs” has been modified. 


it ene RTOS INTE ET LET ER PLATTE IE ee ee ee 


which aims at the 
4s the best solution 


Two days later en employes of el-Bauk al-Watani called the fire 


f the bank. The firemen 


discovered that the fire was confined to the exea where the bank's Inpor- 
tent records were stored. Subsequent investigation convineed the authori- 
ties that the fire was intentionally started by person or persons unkriowne 


+ too great. The SAMA 


moved the file cabinet in which the fire atarted to its offices and directed 
that guards be stationed in the bank to insure that no further attempt to 


The merger with the Riyadh Ranke has now been oompleted but it is 
open to question if this move will prave to be a final solution to the 
problems faced by these two indigenous banking institweions who are geining 


t In the past there has 
foreign (including Arabs 


who are not Saudis) personnel from the Riyadh Eank. Honey~changers tumed 
bankers unfortunately do not always acquire the nacessary added knowledge 
of modern banking practices in the switoh and axe prone to continue oypere 
ations of the bank along the femiliar lines of their former occupations. 


of whom currently must be 


foreigners, locally controlled banks almost certainly will encounter 


y. the method of presenting the 


four separate graphs ere 


seis feminine gray caterenneniemermem itn tint yay to 
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presented showing the assets end liabilities in both the Issue Departnent 
and the Ranking Department. Data for the most recent tweive months are 
showr, to give some perspective on monetary conditions. 


In early March, the SAMA inereased its foreign exchange holdings 
in the Issue Department. About the same time the Agency armounced that it 
planned to purchase an additional $35 million (SR 157.5 million) in gold 
as currency cover. ‘The amount will be accumulated within three months and 
will raise the gold packing of the notes in circulation (in mid-quarter) 
from about 13% to 38%. The first purchase of a little over $10 million 
was mace in March and appeared first in the SAMA Statement dated March 50, 
1961. Daring the latter part of the querter, the total Pilgrim Receipts 
jasued rose from SR 625 million to SR 686 million probably in preparation 
for the inoreased demands of the pilgrimege- 


In the Banking Department the amount of Gold, Silver, and Foreiza 
Exchange fluctuates with SAMA ourrent receipts and payments. The upiard 
movements coincide with Aramco peyments of royalty and income taxes» The 
trend has been generally higher with an ali-time high being reached on 
March 30. The Goverment Current Account follows closely the inovements in 
the Gold, Silver, ond Foreign Exchange account since the major part of the 
money paid isto the SAMA is credited immediately to the Governnent's 
account > 


After reaching a high polit in ate December, the Local Fank 
Paposits levelled off during the quaxter et & slightly higher level than 
was maintained during most of last year. 


these data, in the aggregate, attest the growing strength of the 
Saudi, monetary system> 
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SAMA “STATEMENT OF AFFAIRS" I960-I96I 


(MILLIONS OF SR) 
ISSUE DEPARTMENT BANKING DEPARTMENT 


ASSETS ASSETS 
are | 
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Iv. SAG'S FORWIGN EXCHANGE POSIITON 
The country continues to maintain a favorable foreign exchange 


position. Table II below shows a partial estimate of the receipts and 
disposition of foreign exchenge during the period 1952-1960 inclusive: 


Table II 
PARTIAL ESTIMATE OF THE RECEIPLS AND DISPOSITION 


OF SOREIGN EXCHANGE OF SAUDI ARABIA aa 1952-1960 
(In Millions of Dollars) 


1952 1953 1954 1955 1956 1957 1958 1959 i960 
URREND RECEIPTS - OLL 


i. Avamso Gross Payments 211 170 235 4338 287 286 287 295 315 
2. less: Axemco Withholding _48 _42 _45 38 96 3230 136 347 155 
3. Net Axanco Payments 363 32s 390 262 i9] 156 351 148 158 
4. SGRR Advances from Aramco 10 9 2 ~ - - af - - 
5. Income Taxes Paid Through 
Aramco L 1 1 1 2 3 5 2 5 
§ SAG Borrowing from 
New York Fanke 48 20 29 90 92 96 i117 «+136 =«118 
7. Axamnco lecal Expenditures 
oz Foreign Exchange 39 33 35 23 28 22 23 23 35 
8. Avamco loans “ - - - - 40 7 - - 
9. Tapline Feyments ito oh ek el ds ed ad 
Sub-Total 232 192 258 377 314 318 305 313 317 
10. Getty O41 Coe Payments a 1 1 2 3 6 i 4 WY 
il. Arabian O11 Co, Payments ” ° ° ° sa - 2 2 5 
12. Oil Sales to Egypt “ “ ” “ ° 22 3 7 17 
33. Other Locel Expenditures _o1 2 2 2 6 12 1h BB W4 
Total = O11 234 194 260 381 323 358 335 348 359 
GURRENT REGELPTS - NON-OZL 
14. ECA Financial Assistance ” 2 ° ~ “ - 2 8 qd 
15. Expenditures of Foreiga 
Pilgrims at 41 49 67 66 29 49 43 61 
36. Loans > ° 2 o ° 25 5 ° 
17. Other (Partial) 4 Lo ch® 3 Bed. ed eB 8 
Total ~- Non-O0il 45 4&8 53 70 69 62 85 62 80 
TODAL REOBIPIS 2m 242 BUR Gk 3B AO a6 NO BD 
. CURRENT KNOWN PAYMENTS 
- 18. Imports 102 122 9% +4128 4343 «+156 182 221 209 
-49. Ioan Repayments » © e - “ 2 7 el 
20. Other a nate eam ea oowncene Not Avallable--<--- -cieeahetataataded ane 
| TOTAL PAYMENTS Hn nonmonennsemnawe Not Avallable-ceesecenecucenanne 
BLANC ML 42 QS 23 22 264 22 182 me 
| 
| 


D A 
Authority Was7 


en ee 


Explanatozy Notes: 


Ttem 11: 


Eten 13: 


item 143 


Ttem 16s 
item 27s 


Gross payments by Aramco of royalty, income tax, rentals, snd 
amounts under Article 7. 


lean repayments, assignments to New York Banks, withholdings 
for unpaid invoices, and ofl to Egypt. 


Income tax payments by Aramco Service Organizations, personal 
incomes tax nayments by employees of Aramco, Tapline, AOC, and 
Service Organizations. 


Amounts horrowed by SAG from New Yoxk Fanks. (1952-1957 
estimated from assignments; 1956-1960 are actual amounts 
borrowed by SAG}. 


Averco purehase of wiyals plus all payments of foreign exchange 
te local sontractors and other businessuen. 


Getiy O11 Co. payments ere astimated by the Economics Department 
and are based on available production, cost, and other data. 


The $1.5 million annval rental payment has been rounded to ‘f2 
million for the years 1958 and 1959. I% is assumed that the test 
of “sommercial production" as defined in the concession agreement 
was satisfied by early 1960, thereby calling for an additiozal 
a of $2 million for the years 1958 and 1959 as woll as 

for 1960. 


Payments by Egypt to SAG for oil shipped direstly by an Aranco 
offtaker. The valus of the oil was withheld from payments to 
SAG, Item 2. 


Forsiga exchange spent in Saudi Arabia by Getty and Arabian 0il, 
and by employeas of all three 042 companies. The estimate of 
expenditures of Aramco dollar employees for 1957-1959 inclusive 
wore based on actual cheoks cashed during 1960 by dollar employees 
in the Company’s cash offices. 


Estimated timing of the expenditure of the $25 million which was 
allocated to the Thabran Air Terminal, che expansion of the 
Damnam Port, and the purchase of equipment for the Railroads 
Exact disposition of these amounts is not known; a large portion, 
however, was spent for material imports and this will appear in 

tom 18. The remuninder shovld appsar in either Item 20 or under 
net dbalence. 


Estinated timing of drawings on the NeT.Se loan. 


Non-oil exports. Expenditures of foreign diplomats, U.S. armed 
forces and others in Saudi Arabia. U.S. Tschnical Assistance, 
1952-1953. Payments by the Saudi Arab Mining Syndicate, 1952-1993. 
(Exports of gold and silver ere omitted. Some data are avaiijable, 
such as a report by Handy and Harman that $10.5 million in silver 
was exported from Saudi Arabia in 1956. However, such information 
is incomplete and there is a question as to the extent to which 
gold and silver smuggled out of Seudi Arabia has resulted in 
ineroased foreiga exchenge within the country.) 


Authority quae 7d 
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Iten 18; Estimated from SAG Customs reports, adjusted to the Gregorian 
year. The data for the years 1954-1958 have been revised from 
those shown in our lest estimete dated January 25, 1959. These 
changes were made after the Statistical Section in the Directorate 
General of Customs in Jidéah assured us that the import data 
furnished us by them inoluded all imports into Saudi Arabia. 

We have, therefore, subtracted the estimated value of Aramco 
imports from the country totals supplied to us by the Government. 
These were (in millions of dollars): 1954 «+2 463 1955 oe 523 
1956 ene 753 1957 soo 643 1958 eee 60; 1959 ooo 393 and 

1960 woe 30. 


Item 19: Repayment of N.T.S- and Riyadh loans. 


Ttem 20: This would include the expenses of Saudi Arab representatives 
and others abroad, remittances abroad of Saudi Arabs and of 
others working in Saudi Arabia, payments of foreign exchange for 
services such as those of foreign contractors and insurance companies , 
imports of military and other commodities not entered into Customs 
records, SAG and other leans and grants abroad, repayments of 
foreign loans and the velue of imported gold and silver. While 
there is scattered information available on some of these 
categories, the insertion of the figures known at this time 
probably would be more misleading than helpful. 


The most significant conclusion to be dram from the data is that 
the country does not have e shortage of foreign exchange. Assuming the 
estimates are substantially correct, the country received during the 9-year 
period approximately $3.4 billion in foreign exchange. Commodity imports 
and known loan repayments accounted for almost 2.4 billion, or 41% of the 
totale This left a comfortable surpius of almost $2 billion, or 59% of the 
total, for other uses. This is highly significant when one considers that 
most underdeveloped countries have difficulty in acquiring sufficient foreign 
exchanges to cover essential imports. 


¥. IMPORTS 


The value of monthly imports for the past four Hijrah years are 
shown in tabular form below: 
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Table IIT 


VALUE OF IMFORTS INTO SAUDE ARABIA, 1376-1379. eee 
Millions of SR) a 


Increase 


% % . 
Arabic Month 1376 1377 Increase 1378 Increase 1379 (Decrease) — 
1 74.7 926 90.2 85.7 
2 64.7 754 71.9 92.9 
3 64-7 70.7 75-8 7000 
4 50.9 69.5 69.9 72.1 
5 45.2 6206 83.8 56.8 
6 63.9 80.2 70.6 719.1 
7 78.2 70.6 107 89.6 
8 70.4 69.0 1403 103.0 
9 81.5 70.2 82,1 62.8 
10 64.9 67.9 97.7 91.7 
1l 72.8 79.7 93.6 103.6 
12 ~2829 5923 1329 nl O22 
Total Imports 790.4 867.7 9.8 953.6: 9.9 97725 2.5 
Total Dollar 
Equivalent 21008 231.4 9.8 25403 909 23706 (6.6) 


The riyal value of imports increased in each year shorm. The 
dollar value of imports, however, decreased in 1379 from those in 1378 
because approximately six months of the data were converted at the rate 
of SR 4.50 * $1.00 while all other conversions were made at the rate of 
SR 5.75 = $1.00. 


Imports are valued at the customs entry point in foreign exchange 
and then converted to Saudt Riyals at the official rate of exchange. The 
above data, therefore, do not tell how many riyals were actually spent for 
imported goods until approximately mid-1379 when the free market rate and 
the official rate became Synonomous. For sxample, during 1378 if a merchant 
imported an article which cost $2.00 C.I.F. Tammem, and bought exchange at 
the free market rate to pay for it, he paid more riyals for the exchange 
than the official rate. ‘Assuming he had to pay at the rate of SR 5.00 # $1.00, 
he paid SR 10.00 for the article but the transaction would appear in the import 
data of the country as SR 7-50. Therefore, the decrease shown above in the 
"dollay equivalent" is the more meaningful relationship. This represents * 
the first year to year decline in import values since 1954. 


VI. PRICES 


The method of presenting wholesale price data has been modiMed 
to show the index for the latest 12 months for each price series. 


With the exception of wood, the prices of all construction 


materials were either approximately the same or lower during the quarter 


than during the previous nine months. 
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Wholesale priaas of foodstuffs were relatively stable during the 
quarter with some downward movement in evidence. Fairly sarge quaniiiies 
of ziee and flour arrived during February and prices of these commodities 
tended to soften somewhat. The price of suger fell approximately SR 5 per 
100 kilograms when jarge imports of Czech Sugar arrived. Such short term 
movements are common, however, and prices usually become firm again as stocks 
diminish. 


LOCAL FRICES OF CONSTRUCTION MATSRIALS, 1960-1961 
index thunbers for Fine, 4": 
Juiy tc ice. 165G = 100 
index Manbers for (ther Items: 


dam. tc dune 1558 = 160 
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Vil. PROJECTS AIFECTING EMPLOYMENT LEVELS IN THE EASTERN PROVINCE 


The slump in employment noted in earlier reports appears to have 
continued unabated into the first quarter of 1961. The only major develop- 
ment in the field of private enterprise has been the construction of the 
Saudi Cement Company plant, which is now nearly complete. The plant is 
due to begin production in the second half of 1961. The Saudi Arab Govern- 
ment has, however, during the past year allocated approximately SR 30 
million for the express purpose of providing employment and building 
publie works for cities and rural areas in the Eastexn Province. The 
projects are for the most part either in process or are about to begin. 
Aramco construction activity during the remainder of the year will increase, 
and there are signs that the Home Ownership building program, which slackened . 
off during 1960 and early 1961, may be picking up. The most important of 
these projects in the Eastern Province are summarized below. 


A. Govornment Developnent Programs 


There is some evidence to suggest that the net employment effect 
of several. government projects currently awaiting execution will be positive 
and thet the total volume of employment in the Eastern Province may, at 
least temporarily, increase. Two major government projects: the extension 
of the Dammam Pler, and the construction of the Thahran Airport Terminal, 
are due to be completed in June. Were the bulk of the employees in 
these projects Seudi, the termination of this project would throw large 
numbers of workers into the market. However, most of the workers employed 
directly by the contractors for both projects were brought into the country 
expressly for the projects and do not form part of the Saudi work forca. 

The termination of these projects will therefore not, of itself, seriously 
increase unemployment. On the other hand there are, at the present time, 

a@ large number of government sponsored development projects either in 
process or immediately pending which will at various stages require heavy 
inputs of locally recruited unskilled and semi-skilled labor. The more 
important ones are listed below, together with the amounts of money budgeted 
for them and, where available, their approximste time schedules. 


Table IV 


DEVELOPMENT PROJECTS SFONSORED BY THE SAUDI ARAB GOVERNMENT 
WHICH ARE EXPECTED TO INCREASE EMPLOYMENT IN THE EASTERN FROVINCE 


Anount 
Project Budgeted Time Schedule 
(In Millions) 
al-Khobar 
1. Road peving in SR 4 Initial phase currently under way; 
Municipal Area about + of the outley will be made 


during the ist year. The remainder 
will aweit completion of the sewer 
and water projects. 


Continued on next pageoc. 


Amount 
Froject ___ Budgeted 
(In Millions 
2. Street lighting SR 2.0 
3. Water and sr 20 4/ 
Sewer Systems 
e Maxine Drive SR 1.8 
(Corniche ) 
5. Road paving 
6. Sewer and SR 23.0 + 2/ 
Water Systems 
7. Marine Drive 
8. Demnam-Qatit N rhe 
Highway 
9. Qatif-Terut Causeway Ned. 
10. Qatif Drainage Estimated cost, 
Project about Sk 10.0 


Time Schedule 


Project currently under way; project 
period, approximately three years. 


Bids will be let in about 6 montha. 
Project period, about four years. 


Bids to be let in about 1 month. 
Project period, about 6 months. 


Project just begun. No completion 
dates available. 


Project pending. 


Project pending. 


Project pendings 


Project about 1/5th completed. 


Project about 1/4th completed, due 
for completion end 1962. 


Al-Hese Oasis (Including Hofut snd Mvbarraz) 


jl. 


136 


14 


Send Control, 
drainage, and 
Ierigation Suzvey 


Agricultural Schcol 
& Blementary School 


Public Hospital and 
Tyo Mobile Units 


Two Public 
Buildings 
Al-Hasa Airport 
& Buildings 


Roads. Telerrapia 
System, & Poss 
Office Building 


SR 2.4 


Project stiuplated to begin 
inmsdiately. 
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Amount 
Project Budgated Time Schedule 
(In Millions) 

17. Roads, Telegraph : Project currently under way. ¢ 
System, and Fost 3/ : 
Office Building SR 509 4 

18. Street lighting ~doe E 

Footnotes: 


1/ _- Finenced by an Aramco loan. 


2/ This figure represents total allocations for development 
purposes to Dammam municipality. Of this amount SR 5 miliion 
represents government allocations from Budget surplusas and 
SR 18 million represents the Aramco Sewer & tater System loan. 


Pig Based on total allowances to Hofuf municipality, from two most 
recent Dudget surplus announcements. 


B, Aramco Capital Expenditure Program 


It appears that there will be on upswing in Aramco construction 
activity during the next several months, thus arresting a long period of 
decline. During 1960 and the first quarter of 1951, Aramco construction — 
activity declined steadily. Payments to contractors, including rentals, 
construction, and maintenance outlays gradually fell from SR 10.7 miliion 
during the first quarter of 1960 to SR 8.1 million curing the corresponding 
quarter of 1961. 


Severel projects now under way, Or soon. to be started will Jead 
to a temporary increase in payments to contractors. The construction of an 
LPG compression plant is ourrently under way in Abgaig, together with e pipe-~ 
line to ‘Ain Dar, and handling facilities there. This project is expscted 

: to be completed in December, 1961. Two pipelines are being laid between 

i Khursaniya and Safaniya; work on one 4a nearing completion, targeted for 

: July 1961; work on the second one -~ 29 miles of pipe plus an offshore 

; . extension -- is to begin immediately afterward and is due to be completed 

; in Docember 1961. Other projects include a modification of the Thahran oil 

4 producing plant, under way since Janvary 1961, and due to be completed at 

i the end of this year, and the 66 KV loop from well 69 to Qatif Junction, 

‘, currently under way, and due to be completed in November. 


CG. Home Ownership Program 


- Constxuetion activity under the Home Ownership Program, which © 
declined steadily throughout 1960, shows signe of revival. The number of : 
houses under construction fell from a monthly average of 309 in the first 
quarter of 1960 to an average of 205 in the first quarter of 1961. New : 
starts also fell -~ from a monthly average of 47 in the first quarter of ‘ 
1960 to 27 in the corresponding quarter of 1961. In the first quarter of i: 


i 
7 
4 
% 
ul 
ed 
“ 
‘ 
3 
i 
4 


‘4 
‘ 


, 
4 
™ 
ts 

i 
tee 


‘1961, however, the mumber of new applications approved (which usually ante~ 
dates starts by about 6 months) rose sharply, attaining & monthly average 
cf 105, compared with averages of 71, 61, and 55 respectively during the 
previous three quarters. It 4s thus probable that there will be some 
inoresse in atarts during the remainder of the years 
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VIII. SHORTER NOTES OF THE QUARTER 


Ae The Pilgrimage 


Tae 1379 (1960) pilgrimage season was the largest in yearse 
There were 266,100 pilgrims versus 207,000 during the previous year (a 28.6% 
increase)» The fact that the resultant foreign exohange did not give rise 
to major fluctuations jn xates attested to the financial stability of the 
country e 


B Dhahran Airfield 


On Mexoh 16, 1961, Radio Mecca announced that the Thabran Airfield 
Agraenent would uot be renewed when it expires in April 1962. The principal 
economic effect will be the reduction of foreign exchange income to the 
Saudi economy represented by U.S. Government expenditures here. Also, the 
Saudi Arab Govermment will have to make provisions of its own for the 
future operating and maintenance costs of the airport. Informed opinion 
places this at between #9 miliion and $3 million (SR 9 million to 
SR 13.5 million). 


G. Industrial and Agricultural Banke 


There haye been press reports that the establishment of an 
Industrial and Agricultural Bank is under study- According to the Minister 
of Finance and National Economy SAG~-sponsored development projects will be 
supervised by the proposed bamk ‘with the assistence of technical advisors 
from friendly countries foremost among which is the United Arab Republic." 


D.  Artomobile Spare Farts Mamfagture 


According to a press report Torabim al-Rashid and prothers have 
aatablished an automobile spare parts fastory lu Bureideh. The installation 
reportedly will also produce bicyoled. 


BE. Avabian O11 Company Shares 


On February 23, the Council of Ministers approved the suggestion 
made by the Minister of Petroleum end Mineral Resources that the SAG buy 
$7 million worth of shares in the Arabian Oil Company. Tho concession. 
agreement gives the SAG the right to buy 10% of the stock in the sompanye 
Presumably the SAG took ali edvantsge of its option. 


F, Bedouin Settlement 


On Mareh 7, @ civil engineer from, the Ministry of Interior arrivad 
in Tabuk where be is charged with the supervision of the distribution of 
10,000 pleces of arable land of 62.5 dunums each (1504 acres) to Bedouin 
in the area. It is expasted that 20,C00 families will thus be settled. The 
permanent settlement of Bedouin on agricultural lend no doubt is designed 
to accelexate the pace of agricultural development in the country as well as 
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+o make the Bedowin more productive and the long run effects will an all 
likelihood prove to be rewarding. However, the Kingdom will likely discover 
(as many other countries heve found) that the first several yeurs nomadic 
populations are "permanently" settled almost inverigbly prove to be extremely E 
trying ones for both the families settled and for the Governmental authority 
settling them. 


G. Rival Convertibility 


During the quarter, Saudi Arabia ascepted the obligations of 
convertibility for the riyal as set forth in Article VIII of the Inter- i 
national Monetary Fund Agreement. The Kingdom nad previously availed ; 
itself of the provisions of Article XIV of the Agresment, wader which 
members are permitted tc maintain and adapt exchange restriotions without 
obheiming prior approval of the Fund. Article VIII previcss, however, 
that members subject to its provisions will avoid rastiictions on current 
payments, multiple exchange vates, and diseriminatory currency practices. 

Ones covered by Article VIIT the country must sonsuit eith the Fmd and 
obtain prior approval before resorting 49 BuOh MSsAsuTreEss. 
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In mid-February; ten other countries aacepted the obligations 
as steted in Article VIII. As & result, practically ail curyrencies used 
to fiancee international trade ead payments ere now coxvertiole undsr 
Article VITT. 
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1. New Currency in Circulation 


The Saudi Government placed its new paper currency in circulation on the 
first day of the new Islamic year, 1381 (June 14, 1961). The new money will be 
used along with the existing "pilgrim receipts" for an indefinite period, 
following which the old notes will be withdrawn from use. Despite a few critical 
comments alleging that the paper in the new notes if of poor quality, public 
acceptance seems to be quite satisfactory. Large financial transactions will be 
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facilitated by the existence of 50 and 100 riyal notes for the first time; the ww 
largest denomination previously was only 10 riyalse = 
! 
The new currency stands as a symbol of the country's newly found financial 
stability and it was this aspect which was emphasized by Governor Anwar ALI of | 
the Saudi Arabian Monetary Agency (SAMA) in presenting the new notes to King | 
-SAUD, The SANA Governor paid tribute in his address to the government ts 
determination and leadership which made possible Saudi Arabia's rapid return to 
solvency in the period since 1958 (Embdespatches 399:5;;dune 12 and 408, June 20). 
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3 or 4 yearse Insofar: as-the quality. of paper’ is concerned, the complaints 
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2. Aeameo Production Falls, Off, During May... ae Sather oe : 


Crude oil production by the Arabian American Oil Company (Aramco) totalled 
1,342,932. barrels; per day during. Maye’, This.was the. smallest,monthly. average, of . 
the. year and reduced the daily. average production :for,,.1961; as a whole to 
1,440,371. barrelse _The latter figure, is 18.5-per. cent. above. the average for 
January-May 19606..: - tog PLR cee do eee at was cd Drege: aie 

..Ras Tanura refinery. throughput: remained. very. high: with. the month's crude . 
runs to. stills. exceeding : 263,000 barrels per day, bringing the daily average 
for the first 5 months of 1961 to 254,106 barrels. This represents a 15 per 


cent increase over the volume. processed: at: Ras, Tanura. during January-Hay, 1960+ 
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; _. © Arameots new drilling. tender, the. ADTel,.was put. into service during: June: : 
at well noe 39 in the company's offeshore Safaniya field. The new tender 
arrived at: Ras Tanura.in’ late May. after. being towedfrom New. Orleans,. Louisiana. 
It.:was. purchased as. replacement for the.Queen Mary", drilling barge: which. sank 
during: a: storm at.Safaniya:in December: of: last: years. mit tea eriag sath eS Ag ne 
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4 Fire at Abgaig Causes Extensive Damage to Aramco Facilities 
0. AMBite-which broke out on June 13 and lasted 15 hours caused extensive 
damage to the company's facilities at Abqaiq tank farm noe lo The booster pump 
station‘at this. location:was'a’complete loss and the! preliminary: damage estimate 
was $400,000. Certain other facilities at Abqaiq, including the gas-oil 
separator plant’ nos lL, ‘the stabilizer, and a. main: pumpi station, were: shut down-;,.:”. 
temporarily because. of the .fire,: and,all:oil shipments. from south-and west .of:.. 
Abqaiq were discontinued fora short. period, . One: of, the fire fighters: was. ; 
hospitalized jith: burns. but was reported: not: in,critical..condition. (Dhahran G=78) 
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~o:; = The: Saudi:Ministry -of Petroleum and: Mineral. Resources announced, that, the 
Japanese-owned: Arabian .0i1 Company: had: brought. in.well.no» 16:in its off-shore 
Neutral -Zone: concessiono Potential. output was reported at 5,300 barrels per 
daye There was still no comment in the local press about the serious fire 
“rich caused the Japanese: company. to. abandon: well’ noe ‘15. in early. Nay,» although 
Ve hag been confirmed.cthat: this well: was abandoned after, fire.developed when 
drilling approached: the:.3,000:.foot: Levels r:., bic: Gauri cedar Ma faa d hae 
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| 6. New Ministry of Labor, Laborers and Social Affairs | A 


A new Ministry of ‘Ebbck, ‘Laborers arid Social Affairs was ‘created by royal 
decree on June By ‘bringing to eleven’ the number of independent ‘ministries in 
the Saudi Arabian Government. Prince FAISAL bin Turki ‘bin tAbd al-‘tAziz was 
appointed Minister. He is not believed to have held any high office of state 
previously, nor to have any previous experience in labor matters (Embdes 413, 
June 22). 


COMMENT: Labor affairs previously were under the authority of an autonomous 
Labor Department which made its headquarters at Dammam in the Eastern Province 
and focused its attention on the affairs of Aramco, © ‘the country's ‘largest 
employer. The creation of the new ministry seems to be related to the ‘present 
cabinet's policy of instituing numerous reforms in the social and economic fields 
for the benefit of the population, and climaxes several months of renewed public 
and press interest in labor matters. 


7e Exhibition of Third Gontingent of Isbrandtsen Mobile Trade Fair 


An ‘exhibition of the products, of the Isbrandtsen Mobile Trade Fair (third 
section) opened in Jidda on “June; lie: This week-long display was devoted 
Beardie to building materials, ‘hardware, and materials for interior decoration. 


COMMENT: “Although éhese” ‘appears ‘to be considerable’ “popular interest in 
these mobile and novel displays of American products, much of the exhibits? 
effectiveness is lost because, although the visitor's interest may be aroused 
in, Certain items, most of them are not immediately available in local stores. 
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8. . Saudi Arabian Government Considering Purchase of Jet Aircraft 


A source close to Prince MOHAMED, Minister of Defense and Aviation, informed 
the Embassy that the Saudi Arabian Government is actively considering the purchase 
of jet aircraft. Interest is mounting in an offer by Dehavilland for delivery 
of Gomets within 6 months, with a package deal in which BOAC or MBA pilots, 
technical management and maintenance supervision would supplant present TWA 
exercise of these functions in Saudi Arabian Airlines (SDI). The alleged 
delivery time of Comets coincides with the period of advance notice required 
for cancellation by SAG or TWA of the present contract for SDI management. 
Long-term payment arrangements would be offered that would require a down 
payment of only 25% (Emb Airgram Ge150). 


COMMENT: Despite sound technical advice against the too premature 
acquisition of jet aircraft in view of glaring present inadequacies of SAG 
civil aviation facilities to handle jet planes, the Saudis seem to feel that 
the acquisition of these aircraft is imperative if for no other reason than 
to maintain prestige among Arab neighbors such as Kuwait, the UAR, and Lebanon, 
all of which have Gomets. The TWAecontracted technical manager of SDI sotoree | 
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' the Embassy of a Boeing counter offer recently proposed to the Minister of | 
Defense involving purchase of 2 Boeing 720B's from Ethiopian Airlines for 
delivery in 5 months. Thus there still seems a good possibility that €88 

Saudi Arabiats first jet aircraft may be of American rather than British origin. 
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A member of the Embassy's Economic Section, Nr. Afif KHUDR, made an official 
trip to Medina between June 5-8, 1961, to make personal contacts and obtain informa- 
tion essential for a number of active commercial matters. A memorandum incorporating 
some general observations made during his trip is enclosed. Medina can be visited 
only by Moslems, and this trip was the first official visit by anEmbassy employee 
in many yearse 


An interesting note is that Mr. Khudr found the Jidda-Medina road completely 
closed to traffic in both directions between 9 aemo and 3 pote, the period 
corresponding with the extremely hot daytime hours. Saudi authorities apparently 
decided upon this measure so as to reduce the incidence of sunstroke and general 
discomfort for Moslem pilgrims making the traditional journey to and from Medina 
by car, bus and truck during the pilgrimage season, which this year centered in May 
and June. There is a report that the authorities are considering an extension of 
this midday traffic "curfew!' to cover the entire summer, rather than just the heart 
of the pilgrim seasone 


The Medina population estimate of 60-65,000 mentioned in the enclosure is 
based on two surveys taken during the past six months, one by a malaria control 
group working under Saudi Government auspices and the other by a foreign contractor 
making preliminary studies for a municipal sewage system for the cityo 
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Mr. Khudr, a Lebanese national whose employment as the Embassy's commercial 
assistant commenced in March of 1958, was impressed by the very friendly attitude 
‘shown by the permanent residents of ‘Medina towazd foreigners (including both 
westerners and non-Saudi Arabs) §..‘He “found thisin fairly sharp contrast to critical 
attitudes often encountered in Jidda and Riyadh. He was struck by thesamount of: 
interest evidenced by Medina businessmen in affairs of Jordan, and by he maay 


expressions of support for the,present Jordanian Government. At the game t{He,<there 
ard GP 


ee) ray ot 
appeared to be less interest than' in Jidda in present Egyptian polici 


personalities. 
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GENERAL OBSERVATIONS ABOUT MEDINA | 


THE JIDDA-HMEDINA ROAD 


Medina is located 424 kilometers north of Jidda. The road between the two 
cities is paved and maintained in a good condition, although near Badr, 275 
kilometers from Jidda, the asphalt surface was washed out during flash=floods 
in the winter of 1960-61 and the damaged stretch of something less than a mile 
in length has not been completely resurfaced yete The Jidda-Medina road has only 
a few bridges, notably at Rabigh, Mafraq (near Badr), Al-~Musayjiid and Abyaar 
tAli, while elsewhere there are several dry river beds over which the road passese 
When tains occur, water occasionally flows over the road for a few hourse 


The villages on the way, with distances from Jidda, are: 


1) Dhahabaan (50 kilometers) 
2) Tuwwal (90 kilometers) é 
3) Qadhimah (100 kilometers) - the proposed Mecca-Medina direct 
road would join the Jidda-Medina road at this point. 
4) Rabigh (145 kilometers) - the largest town on the road, possessing 
abundant water and many date-palm gardens. . 
5) Mastuurah (162 kilometers) 
6) Badr (275 kilometers) - 4 large village near which the road to 
Yenbo branches off. 
7) Al-Wasta (330 kilometers) 
8) Al-«Musayjiid (362 kilometers) 
9) Abyaar 'Ali (398 kilometers) 
10) Urwa (420 kilometers) = actually a suburb of Medina. n 


In the last 150 or so kilometers there are many oases and large plantations 
of palm trees every 10 or 15 kilometers along the ways In Al-Wasta the palm ‘ 
trees are dying, however, because of the rain shortage during the past few years 
and the drying up of springs. 


URBAN DEVELOPMENT 


The people of Medina used to call their city "The Forgotten City" because, 
prior to 1954, the Saudi Government used to show serious neglect for Medina. In 
recent years King Saud has given better attention to the city and sponsored th 
enlargement of the Prophet's Mosque, which cost about 300 million Saudi riyals 
and came to be an impressive, luxurious piece of work. The streets of Medina 
are narrow and few of them are paved. Few new buildings appear in the city. 

The “old town" is still in existence with its narrow streets and old shops, while 
the new town is widely scattered but small. Present population of Medina does not 
exceed 60-65,000, according to latest unofficial estimates. Construction works 
are mostly limited to certain governmental projects, with very little private 
construction in progress. 


Si 4.50 Saudi Riyals (SR) = $1.00 U.S. 
mi UNCLASSIFIED | 


[UNCLASSIFIED 
7 ~~ (Classification) y, 


Pages at 


Enel. No. ene 


Desp. No. 15 


Jidda 


From. 


The recent developments in the government's construction program include | 


1) street lighting (along perhaps 3 Kilometers of streets), which was 


June, 1961. 
3) The Islamic 


inaugurated by the King in 
be finished in late 1961. 


2) The industrial 
University, which occupies buildings 


school, which should 


formerly included among the King's palaces and needed much alteration but little 


new constructiono 


4) As-Salaam Hospital, which is not yet in the building stage. 


5) Paving of the main Medina streets, which will be started very shortly. 


6) Consideration of sewer construction, 


The Medina Airport is 14 
maintained. 


GOLMERGIAL ACTIVITY 


iedina is not a major importing centere 
directly; instead, most of them 
unfortunately, in great demand. 
cheaper goods most of the timeo 
in the market. American spare 
are cheaper. 
household appliances. 
sale to local people and to visitors, 


Nedina is a 


kilometers north of 


buy from Jidda. 


Japanese goods 
parts are rarely 
There is presently only a small market for air conditioners and 
Textiles and novelties are in considerable demand for 
including pilgrims. 


which may be started in 1962. 


the city, and appears well 


very 

Only a/few businessmen import 
American products are not, 
poorer city than Jidda and demands 
are present in large quantities 
found, as Japanese substitutes 


Haberdashery items 


are available in huge quantities in the shops. 


TMid not see a single showroom for cars 
Juffali Brothers is a leading auto agent and 
showroom there, they exhibit only electrical 
with no automobiles on displays Prospective 
their selections. Pumps and water machinery 


in Medina. Although the firm of 
maintains a large and luxurious 
equipment and agricultural machinery 
car buyers travel to Jidda to make 
are in much demand. Trade with 


Syria and Jordan is active during the pilgrimage but very few trucks travel 


between Medina and Amman 


at other times of the yeare 


People expect more trade 


and more visitors from the north after completion of the Hijaz Railway 


reconstruction projecto 


lL Afif Ho Khudr 
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1. Prominent Financiers Issue Warnings 


During the past fortnight four prominent financiers have warned of grave effects 
on the nation's economy if some adjustment is not made in the country's racial 
policies. : 


These leaders were Sir Charles Hambro, Chairman of the Union Corporation and 
a director of the Bank of England, Mr. H. F. Oppenheimer, Chairman of Anglo-American 
Corporation and of De Beers, Sir George Albu, Chairman of the General Mining and 
Finance Corporation, and Mr. John Schlesinger, Chairman of the African Life 
Assurance Society. 


All four have warned that policies which inhibit non-White advancement under- 
mine overseas confidence and stagnate the economy. 


EMBASSY COMMENT: 


These and other business leaders have been voicing these warnings for many 
months but thus far they have fallen on deaf earse 


FINANCE 


1. Gold and Foreign Exchange Reserves 


The South African Reserve Bank report for the week ending June 23, 1961 placed 
the gold and foreign exchange reserves at R149,404,195*. This represents slightly 
more than @ R7 million increase from the week previous-which was down R4-5 million 


from the week prior to that. 
EMBASSY COMMENT: 


Enquiry was made of the Reserve Bank for reasons for the sub stantial rise. 
It was stated that an inward capital transaction accounted for slightly more than 
half of the change, the remainder, it was said, was not particularly identifiable 
but it was believed to reflect the effects of tightened import. controle The nature 
of the capital transaction would be revealed in the next few days, it was stated. 


2. Treasury Bill Rate 


Last week saw the Treasury bill rate remain constant at R4.69 percent, 
attracting R16.74 million for a tender of R11 million. 


EMBASSY COMMENT: 


Two weeks ago the rate was R4.73 percent. This represents the first down~ 
ward movement in almost three months. ; 


| * One South African Rand equels. approximately $1.40. | 
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| 3. Government Having Difficulty Raising Money to Repay Loans , | 


The Minister of Finance has revealed that the Government is running into 
difficulty in its attempts to raise funds for repayment of loans of R128, 500,000 i 
which have matured or will mature within the very near future. See Pretoria's H 
Despatch No. 628, June 22, 1961.) i 


EMBASSY COMMENT: 


One loan of R75,500,000 became due on June 1 and as of that date the Government 
had succeeded in raising only R43 million with which to repay it. This situation : 
underscores the tightness of the money market. 


Ae Repatriation of Capital Stopped 


By far the most significant and far-reaching economic event during the past 
two weeks has been the Government's measures to stop the outflow of capital from 
the country. (See Pretoria's Despatch Noe 626, June 21, 1961.) ‘This is the 
first time in the country's history that it has shut the gate on the repatriation 
of foreign capital. While some such action became almost inescapable, many fi- 
nancial and buiness interests decry the fact that it came in a form to interfere 
with the freedom of foreign capital. These same persons see little hope now of 
the country's attracting new investments from oversease 


EMBASSY COMMENT: 


’ he Government's action has provoked much comment and criticism from the 
Opposition. For the most part they do not argue with the fact that some such 
strong medicine was necessary put they point out that it is the Government's 
"granitic" polcies which brought about the condition and that the real answer to 
the problem is a change in these policies. Government party spokesmen in tum - 
are claiming that much of the loss of confidence that has brought this situation 
on has resulted from the Nalarm" stories spread by the Opposition. 


With the plugging of the escape hatches the country's reserves may be expected 
to climb especially later in the year when the wool and citrus crops are marke ted y 
put virtually everyone confesses that very little investment capital can be expected 
to enter the countrye 


As a result of the Government's measures, South African shares climbed on the 
Johannesburg stock exchange and dropped on the London exchange. 


sa 
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le ort Control Not & Passi Phase 


In talking before a meeting of the South African Cane Growers' Association in 
Durban on June 26, Mr. H. R. P. A. Kotzenberg, Secretary of the Department of 
Commerce and Industry was reported to have made the statement "import control will 
be with us for a long time''. He went on to explain that it was something which A 


the Government had done not because it subscribed to the principle but it was 
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| concerned with the fact that it must be able to pay for what it imported. He | - 
urged a diversification of the country's economy to meet the demands now unsatis~ 
fied by imported articles. 


EMBASSY COMMENT s 


Import controls were tightened to meet the country's balance of payments pro~ 
.blem which was brought about by the outflow of capital. Now that steps have been 
taken to curtail the outflow of capital the balance of payments position and in 
turn the country's foreign exchange reserves should improve. It will bear weiching 
to see whether or not once the reserves become sufficiently strong the controls 
are released on imports. There could be a temptation to use such controls in 
lieu of tariff measures to reduce the competitive effect of overseas articles. 


2. Trade Balance Shows High Surplus 


Including sales of gold the ixmvisible trade showed a balance in favor of South 
Africa amounting to R178 million covering the first five months of the year. This 
represents an increase of almost R68 million over the margin for the comparable 
period of last year. Exports and gold sales totalled R641.5 million as against 
imports of R463.3 million. Imports were virtually the same figure as for a year 
ago thus the increase in the balance reflects an increase in merchandise exports 
and gold sales. 


EMBASSY COMMENT: 


The Embassy has gone on record previously as stating that what it regarded 
as one of the brightest spots in the country‘ts economy was the strength reflected 
in its exports and gold production. This might come as a surprise to some in 
view of the political unpopularity of the country overseas. 


3e S.W.A, Fish Canners Optimistic About 1961 Sales - Contributed by Amcongen Cape 


Town. 

South West Africen fish canners are optimistic about this year's sales pros~ 
pects. and are hoping to do better even than in 1960, a record year. In early 
June, four thousand tons of canned fish left Walvis Bay for the Philippines which 
the Chairman of Sea Products (S.W.A.) Limited, calls "unquestionably the largest 
market available under present conditions to South West Africa'. 


4o Huge Western Province Cannery has Severe Losses ~ Contributed by Amcongen Cape 


Town 

The Langeberg Ko-operasie Beperk, a cooperative cannery which handles about 
60% of South Africa's fruit and vegetable exports, has accumalated a deficit of 
almost R2.5 million over the past two years, according to its auditors. Langeberg's 
management states that part of the deficit R550, 000 ) represented stock carried over 
into. the 1961 fiscal year ani which is being cleared at lower prices. Further, 
minimum price agreements with members had forced the cooperative to accumulate 
stocks it could not sell, but these agreements have been dropped. The cooperative 
hopes to recover through greater production end higher qualitye 
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| COMMENT : 


From 4S 
Langeberg, which occupies an important place in the agricultural sector of 
this area's economy, has been wading through difficulties for several years and 
is now R17,222,000 in debt. It is difficult to see why the quality of production 
could not have been improved before nowo 


5 Big Ore Carriers Making More Trips to South Africa - Contributed by Amconsul 

; Durban. 

The export of manganese ore through Durban to steel-producing countries, ine 
cluding the United States, Italy and Holland, is attracting growing numbers of big 
ore carriers. During 1961, with the falling off in iron ore cargoes to the United 
States, several ships otherwise engaged almost exclusively on carrying iron ore 
from South America to Baltimore and Philadelphia, are now coming to Durban. 


INDUSTRY 
1. New Citrus Juice Plant 


A R900 ,000 citrus juice plant built by the Schlesinger Organization at its 
Lataba estate in the Northern Transvaal is to be opened on July 25. The plant 
is designed to handle 150 tons of citrus a day but can, if necessary, be made to 
process 300 tons a day. In addition to oranges, the plant will process grapefruit, 
lemons and naartjies. (See Johanne sburg's Despatch No. 439, June 21, 1961. 


2, Joint Effort to Attract Industry to East Rand 


Four adjoining towns in the East Rand area are joining forces in an effort 
to attract more industry to this area. They are the towns of Brakpan, Springs, 
Benoni and Boksburg. The area involved lies a few miles East to North-East of 
Johannesburg. The four towns have @ combined population of 442 ,8466 


EMBASSY COMMENT: 


One advantage, they feel, in joining forces is that they can command more 
attention and assistance from the Government. In point of fact, these towns lie 
in a general area which the Government considers already to ‘contain an over-concentra- 
tion of imiustry. ye 


CONSTRUCTION 


1. Orange River Schem ~ Contributed by Amconsul Port Elizabeth. 


‘The Minister of Agriculture, Technical Services and Water, Mr. P.M.K. le Roux, 
who has been attending the annual congress of the Eastern Province Coastal 
Agricultural Union (BPCAU) this week in Port Elizabeth, has denied a press report 
that he had assured EPCAU that the Orange River diversion scheme would receive 
priority in Parliament. Following publication of the report, Mr. le Roux made 
a special statement to the Congress. He said the report could cause "Neoitation 
and trouble" in other parts of South Africa, and emphasized that no specific wate 
| echene will be given priority. Mr. le Roux said that what he had actually told | 
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the delegates was "Plans for the use of the water of the Orange River are well | 
advanced in Parliament. It is enough to say that where practical, the needs of 
the Eastern Cape agricultural ereas will be met. This also applies to the towns 
and their industries. Extra water will be brought in from other sources to put 
development on a sound basis and to make further development possible." 


\ 
2 New Durban Company to Menufacture Prefabricated Timber Cabins ~ Contributed by 
Amconsul Durban. 

A new company, which will be known as Timber Structures, was formed in Durban 

this month to manufacture and market timber cabins which will measure 14~ft. x 10-ft. 

and be 8-ft. high. Built over a cement floor, the wood is treated against termites 

and the prefabricated parts can be assembled in a few hours. An official of the 

company has stated that the cabins are cheap to build. 


LABOR 
1. ILO Move to Oust South Africa 


The Nigerian representative has introduced a resolution in the 45th International 
Labor Conference now in session at Geneva calling for the withdrawal of South Africa 
from the ILO because its labor policies ere "not consistent with the aims and pur- 
poses of the organization". The resolution carrying a slight amendment by India 
has been approved by the Resolutions Committee and is now awaiting action in plenary 
session. 


EMBASSY COMMENT: 


South Africa has cone in for criticism of its labor policies at previous 
sessions of the ILO. However, it is believed that this is the first instance in 
which action was brought to oust South Africa from the labor organization. 


2e Unemployment on Rise 


Department of Labor records reveal that unemployment is near or at an all- 

time high. The highest unemployment figure of record was recorded in July 1959 
at 28,072 (itis to be noted that unemployment figures do not include Bantu). 

In April the figure stood at 27,783, representing workers registered with the 
Department of Labor as out of work. The Department admits that there have been 
substantial lay-offs since April due to three factors (1) Retrenchment in the 
motor assembly plants in Port liz abeth 3 (2) A general drop in construction 
activity; and (3) A seasonal rise in unemployment. 


EMBASSY COMMENT : 


It. is understood that the heavy unemployment problem is causing & strain on 
the Unemployment Insurance Fund, so much so that the Unemployment. Insurance Board 
is conducting an inquiry. It is being speculated that the inquiry will result 
in the introduction of legislation next year to raise contributions to the fund. 
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5. Import Control Brings Call for Wage Cuts ~ Contributed by Amcongen Cape Town. 


At a recent meeting of the Cape Peninsule Commercial Employers' Organization, 
it was decided to ask the national organization +o appeal to the Minister of Labor 
for a reduction in the minimum wages recently recommended by the Wage Board for 
the commercial distrimtive trede. The Organization cited "growing evidence of 
deteriorating conditions in the trade", declining turnovers and the. inability of 
some importers to obtain adequate supplies of the imported goods which they normally 
offer. ‘The National Union of Distributive Workers has already objected to the 
Wage Board that certain of the new increases are too low, and emphatically dis- 
egrees with the gloomy picture of trade presented by the employers. 


COMMENT : 


While there have been rep orts of industrial importers and indent agents in 
this areacutting down on staff, this is the first instance the Consulate General 
has noted where import control has been cited in a wage issue. 


4. Wage Increases for Natal Building Industry ~ Contributed by Amconsul Durban e 


In addition to wage increases for Natives working in the bailding industry 
in the magisterial districts of Durban, Pinetown and Inanda, which increases were 
brought into operation in these areas on February 14, 1961, a further announcement 
of wage increases for poth non-Europe ans and Evmpeans in the districts of Camperdown, 


Richmond, New Hanover, Pietermaritzburg and Lion's River was meade in the Government 
Gazette issued on June 9, which increases were effective June 19, 1961. 


TRANSPORTATION 


hho 
1. New Natal-Orange Free State Rail Link Opened ~ Contributed by Amconsul Durban e 


The new reilway line linking the provinces of Natal and the Orange Free State 
through the Van Reenen pass, was opened to traffic at midnight on Sunday June 12, 
1961. This link, which includes ten tunnels end @ viaduct, will allow almost 


double the amount af goods to be carried over the pass because it has a gradient 
of one-in-50 compared with the old line's gradient of one~in~ 30. 


AGRICULTURE 
1. New Insecticide Developed - Contributed by Embassy Agricultural Attaché 

The Department of Agricultural Technical Services has announced the development 
of an. insecticide, Lebaycid, which is very effective in eradicating the 


"Mediterranean fruit fly". It will kill adult fruit flies as well as destroy eggs 
and lavae inside the fruit. 


2, Larger Maize Crop Forecast - Contributed by Embassy Agricultural Attaché. 
The 4th estimate of the 1960-61 maize crop is 46,313,000 bags of 200 lbs. 


This includes the estimate of 6,663,000 bags for Bentu areas. Total production 
in gouth Africa last year, 1959-60, was 41,902 ,000 pagse : 
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| 3. Record P nents in 1960 to Wine Farmers ~ Contributed by Amcongen Cape Town. | 


According to the Chairmen of the K.W.V. (Cooperative Wine Growers! Association), 
payments made to the Cooperative's wine-farmer members for their 1960 vintage 
amounted to R17,072,528, an all-time record. lhe 1960 wine-crop itself was also 
a record, exceeding the 1956 crop by 0.5%. Payments for the 1956 vintage were, 
however, approximately R5 million less. As the 1961 vintage will be considerably 
gmaller due to drought the chairman hoped that the record 1960 payments would pro- 
vide @ measure of compensation against anticipated losses. 


COMMENT : 

The local economic significance of the Western Cape's wine industry is self- 
evident. The domestic market also absorbs 88% of the industry's production. 
The 12% which is exported is, however, of vital importence to the stability of 
the domestic market. At present, the foreign trade picture is rosy, with Britain 
the leading, and increasing, customer. 


For the Ambassador: 


Ou. Lee 


John L. Hill 
First Secretary. of Embassy 


CONTRIBUTORS : 
American Consulate General, Cape Town ~ James C. Curran. 
American Consulate, Port Blizabeth - Margaret J. McClellan. 
American Consulate, Durban - Charles N. Manning. 


Bmbassy Agricultural Attaché - Dr. W. J. Edense 


Copies sent to Johannesburg, Cape Town, Durban, Port Hlizabeth, Salisbury, London. 
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Getty Oil Company Plans Gonstruction Program in Neutral Zone 


The Getty Oil Company plans to embark at once on a construction program 
designed to benefit its own employees and other residents of the Saudi Arabia- 


DO NOT TYPE IN THIS SPACE 
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Kuwait Neutral Zone. An estimated $500,000 will be spent to establish 2 schools, 


a hospital, a town plan for Ména Saud, road improvements, and other amenities 


in the Zone. The company's representative in Saudi Arabia stated that Petroleum 


Minister TARIKI appeared pleased with the company's plans and because of them 


might call a halt to his recent campaign of criticism of the company's operations. 


The Getty representative expressed the view that, despite Tarikits recent criticism, W 


he had at no time seriously considered abrogation of the company's concession 
in the Neutral Zone (Embdesp.e 419, June 27, 1960). This view has also been 
expressed privately by Frank HENDRYX, American legal adviser under contract to 
the Saudi Ministry of Petroleum and Mineral RéSourses. 
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2e Tide Soap Powder to be Produced in Jidda So. 7 
RP AE 


Plans are now firm for construction of a. factory,iin Jidda for eh fiifacture 


of Procter and Gamble'ts Tide soap powder. The‘main promoter of thif= ventuse is 


the firm of Mohammad Ali Abudawood and Brothers, which for some tin hits eld 
the Procter and Gamble agency for Tide in Saudi Arabiae A number of § 
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| technical and supervisory personnel are expected to. oversee the building of the | 
factory and to train local labor to operate the machinery, most of which is 
being imported.from Italy. There is no soap Powder . factory curfently’ operating 
in this country (Embdes. 423, June 29, 1960). : 
END UNCLASSIFIED 
BEGIN OFFICIAL USE. ONLY 


It is understood that the total cost of plant and equipment | will come to 
about SR 4.5 million* and that’ a mino#ity share “in"the™ownership“will rest in 
the hands of Prince BADR ibn Saud.and. some of his associates. Prince Badr is 
a 2l-year old son of. King SAUD who. holds a. position in the royal palace called 
“Commander of the Private Guard". | 


30 Syrian Banker May Accept Position in Saudi Arabian Commercial Bank 


A reliable source stated that Mire "Izzat ‘AT=TARABULSI, former governor of 
the Bank of Syria whose present visit to Saudi Arabia’ has been reported in the 
local press,’ made: his trip. in response to an invitation, from the Saudi 
Government. The purpose is’ to asséss Mr. Tarabulsi"s ‘qualifications for and 
interest in a. managerial. position with one of the local Saudi banks. The 
position: which ‘the government has in mind: for Mre. Tarabulsi is probably ‘that | 
of manager.of the Riyadh Bank, which is in need of more competent, guidance 
particularly because of its recent government -sponsored takeover of the Bank 
al-Watani (Embdes ones March 6, 1961). 


‘END’ OFFICIAL, USE ONLY ; Soin sins © wuts. pee oe es 
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hee. Aeanino. Facilities at Abgaig ‘Resume Operation after Serious Fire 


‘Aramco..announced that all facilities, shut down during the fire which. 
destroyed. its ‘booster. pump : ‘station. noe Ll. at ‘Abgaiq ‘on Jurie 13 returned to 
operation within.a.: few days: of. the ‘fires ‘While. ‘the facilities were shut down, 
-crude oil - -shipments. to. Tap line and ‘Ras Tanura refinery were maintained’ ‘Erom- 
-storage tanks at Qaisumah and Ras Tanura respectively with no loss of shipments 
incurrede The booster station at Abqaiq will be completely rebuilt within the 
‘next :few.months,'-completion date. being. determined mainly by the delivery time 
required. for Tp ieceaene of equipment. 


Se ‘Recent. Locust: Season ‘Losb»Severe ThanUsual 
“the: Director: eet the: FAO ‘Locust ontrel: Areeion idydidda ‘gold. the Embassy 
“that crop damage’ from locusts‘ was: minimal. during, the. past winter in. Saudi 
. Arabia but’ that::large* swarms,.of locusts. -escaped: fron. northern: areas of . the, 
‘country’ into’ Jordan; Syria,: ‘Traq; “and even. Turkey, before. they. could. be... 
- destroyed.) He added. that:an: extraordinarily large build-up of locust swarms a 
was presently taking place in Ethiopia and Somalia, and warned that the coming 
“months ‘might"see considerable movement of these swarms northward into the 
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[ The locust fighting units of several neighboring countries which were ae 
active within Saudi Arabia during the 1960-61 winter locust Season departed in. 


early June. During the past several months locust control groups: from India, 
Pakistan, the UAR (Egyptian region), Jordan and ‘Sida were’active in the peninsula 
along with Saudi units, Before departing,. representatives’from these groups met | 
In Jidda with Saudi locust controllers and.-FAO - £ficials'to ‘compare notes and ‘s 


discuss means of improving their efforts during the next season. 


Ge Ratification of Trade Agreement Extension with UAR Syrian Region 


With the formal exchange of documents of ratification at the Ministry of 
Foreign Affairs in Jidda on June 26, the trade agreement extension between - 
Saudi Arabla and the UAR Syrian region became official. As reported.previously, 
this bilateral trade agreement now runs until January 20, 1962, at which time 
the Saudi Government is expected to allow it to expire to be replaced by the 
multilateral Arab League Agreement covering. commercial exchanges and transit 
trade among member states (Embdes. 284, March 1, 1961). 


1 Possibility of Increased Conmercial Ties with Spain and Morocco 


The press reported that consideration was being given to expanded commercial 
relations with both Spain and Morocco, and that Saudi‘ trade delegations were 
expected to visit Madrid and Rabat in the near future,.-In both cases, the 
initiative allegedly came from abroad, but few details were reported. 


(a) The Spanish government reportedly expressed an interest in buying 
Saudi oil, whereupon a Saudi committee representing the Ministries of Conmnmerce, 
Finance and Foreign Affairs met to discuss the possibilities of wider commercial 
relations with Spain. No schedule was given for the expected visit of a Saudi 
delegation to Madrid. . ae 


(b) The Moroccan Embassy in Jidda reportedly extended an invitation for a 
Saudi trade delegation. to visit Morocco soone According: to the: press, a 
delegation representing the Ministries of Commerce: and Finance, the Jidda and 
Danmam Ghambers of Commerce and the local banks. will depart. for ‘Morocco about — 
July 23. Gi Bs eos fo ee SES xc oh 


8o Embassy Holds Second Annual Commercial Rece tion —- 


The Embassy Economic Section, in collaboration with USIS, held a reception 
on June 24 which was attended by over 80 guests from the Jidda and Mecca business 
and press communities. The program included two films, "Prospect for Growth" 
and "Saudi Arabia Moves Ahead", in addition to brief welcoming speeches by the 
Commercial Officer and the Public Affairs Officer. Copies of the July 1961 
edition of the Embassy's American Commercial Newsletter were distributed, as 
were appropriate USIS publications. The size of the turnout was gratifying 
and the program was well received. fe alk a ey a me aie 
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1. Aramco Production Drops Again During June = 


Crude oil production by the Arabian American Oil Company (Aramco) averaged = 
1,238,875 barrels per day during June. This was the smallest monthly average 
of the year and reduced the daily average production for the first 6 months 
of 1961 to 1,406,974 barrels, representing a production increase of about 15 pex™ 
cent over the similar 1960 period. 


98 


Ras Tanura refinery throughput remained at a high level with June's crude 
runs to stills averaging 252,889 barrels daily. The daily average for the 
first 6 months of 1961 was 253,904 barrels per day, an increase of about 12 
per cent over the same period of 1960. 


y END UNCLASSIFIED 
BEGIN LIMITED OFFICIAL USE - : 


COMMENT: The; present Aramco forecast for July and August crude oil output 
is in the neighborhood of 1,250,000 barrels per day, or slightly above thée> 
June production level. _ > 
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26 "Aramco oints New General Counsel A 2 ee a 


watts 

The’ company  anieGnéed ‘the résigiat ion éE" Mrs Gaoege: We” RAY, Jr. from the 
position he.had. held 14 years. as General.Counsel, for Aramco, and. Tapline.,..He - 
will be. replaced, on. July 31. by. Mre, William Le, OWEN,). presently the. General 
Manager of. the Government Relations, Organizations, Mre., Owen, has, been with the 
company since 1947 in a variety of capacities. He will make his headquarters 
in.Dhahran rather than in New York where Mr. Ray was located. Mr. Harry J. 
Mc DONALD. will: serve as Acting General Manager of the Government Relations 
Organization. 
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3. Arabian 01] Company Bri gs in tvo Additional, Wells - 


“The, Jidda press. ‘reported ‘that “the ' Gapanese), ‘Arabian. Osi. Company, completed 
two more oil. wells. in. its. offshore Neutral Zone concession about July 15. 
These were identified as wells no. uv and ks rated at 2,900 and 5,900 barrels 
per day, Fespectivelye ;. Seige 


COMMENTs. . The. company, now hap 17, antual, or porancial: .produceras of. the, 
numbered, sit sites. ‘only, well nos 15,, abandoned , due. to a fire thee, developed, while,” 
drilling. was 2 MOSENAY a : _ ee 


ae: o! e- £ ite, monthly. publication 
called. ; Al-Tijarah h ("Commerce") released on “July 17 stated’ that there was no 
truth to recent newspaper reports alleging that the prices of foodstuffs in 
Jidda,were-going up because of the present, Kuwait crisis. The article summarized 
the views of 20 Jidda importers and merchatits in refutation of a claim made in 
the Mecca daily paper A]-Nadwa earlier in the month that the. Kuwait crisis was 
causing price inflation in the Jidda foodstuffs markete 

i, 

COMMENT: The claim that the Kuwait crisis would affect adversely the 
Jidda market perhaps arose because of an unwarranted. ,assumption by the newspaper 
reporter that just as the 1956 Suez crisis caused, food: :prices to. rise, . the 1961 
Kuwait crisis automatically would cause the same. >Fesulte. Insofar,.as the Embassy 
is aware, the present Kuwait situation has had no economic effect as yet in 
Saudi Arabia. 


ecg amo, ) SASHES 
5. Air.Liban Plans Introduction of, Caravelle Service 
ia rieut 
It was learned fron che ‘Sidda acadé of Air Liban that the rete bar Caravelle 
is.expected,.to.replace,,the DC-6B.on Air. -Liban!s..weekly 


service about the misd}e of Auguste 
Dy cient he. vey 


eee Sa, 28 Egat, 
COMMENT: This will’ -be;,the fist, airline ¢ to use the Caravelle on commercial | | 
flights to tts to Jidda. Its introduction.can be expected to advance Air Liban's | 
: local prestige and business considerably, especially if Middle East Airlines - 
ts main competitor on the Beirut | ‘route: = _does 8 not succeed soon in regaining 
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From. Jidda 


| Saudi permission to employ Comet rather than Viscount aircraft on its twices 
weekly Beirut-Jidda return flights (Embdes 351, April 26, 1961). ; 


66 DG of Posts, Telegraphs and Lelephones. Plans Move to Riyadh 


The Ministry of Communications aanbanced: ‘ehae a désision had been taken to 
transfer its Directorate General of Posts, Telegraphs and? ‘Telephones from 
Mecca to Riyadh, and that the necessary pe ars cnr were uniarway: 

END UNCLASSIFIED . nt to . es 
BEGIN CONFIDENTIAL — : ee Se HP ge a a 

COMMENT: Though such a move, is.in liné|with the government's existing 
policy to concentrate its ministries and departments in Riyadh, it is contrary 
to the recommendation in the 1960 World Bank: report that this particular office 
be transferred to Jidda,. which: the: RepOre: Gesertbed 3 as athe center of: the 
country's telecommunications systene”’ ns : mia Sars : 


Te Saudi Government. Considers. Jet Atrerate offers 


B. AF OEE eae 

The question. of ‘acquiring: Jet: eens as’ cominet under active ‘considera~ : 
tion, with major: attention: reportedly focused on two offers: one for the purchase 
of several DeHavilland: ‘Comet s;:.and the other’ for the’ acquisition of two Boeing 
720B's in a three-way deal that would involve the Boeing Company, Ethiopian. 
Airlines and the: Saudi Government. The Boeing-Ethiopian Airlines offer was 
presented officially to Prince MOHAMED, Minister of Defense and Aviation, in 
Taif on: July..12..-Available details: on: ‘this subject, and on the present visit 
to Saudi Arabia of Twa Leoenor ace, officer Ronald Rteretmce Reber ae Peporce’: 
BePaEae ety: plover kot by 
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l. vpautli Srabia to Participate in Third Arab Petroleum Conference 
ws) Cg 


“phe Mfhistry of Petroleum and Mineral Resources announced plans to take 
part in thé third Arab Petroleum Conference to be held in Cairo beginning 
October 16, 1961 under the sponsorship of the Arab League Petroleum Committee. 
The ministry stated that it was preparing a list of subjects for discussion 
at the conference. 


Nothing was announced concerning Saudi representation at the next meeting 
of the Organization of Petroleum Exporting Countries (OPEC) scheduled for 
mideAugust at Tehran, and there was some doubt locally whether, in view of |. 
the Kuwait situation, the OPEC conference would proceed as planned. 1 


20 Aramcots Home-OQwnership Program Marks Tenth Anniversary 


The home-ownership program administered by Aramco's Arab Development 
Department completed its tenth year. during July.: Under this plan, Saudi 
Arabs working for the company obtain financial assistance and technical 
advice in order that they may obtain houses of their own in communities near 

| their employment sites. During the decade in which this program has operated, 
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Aramco has siabied: 3, 090 aa ‘employees to ‘brain homes,’ and ‘an’ “additional 
200 houses are in various stages of constructions ‘Thus ‘fax. the company 

has committed more than SR 102.million™ *for. financial assistance ‘to! _eup Loyees 
participating -in the home-owner ship plane ‘The. program ‘is only” one’ "of many 
ways .in:which Aramco ,endeavors ;to -be of wnaximum possible assistance to" ‘tts. 
employees: and - the, Saudi. ,economye _, 


SEU AY Latics ) 


36 Homies Daniae tre debeadueas to SAG on Oil Sales at Sidon 


Se et aE ne ee ae ee, 


Arenee: eeka tes" ‘gilen @ ‘on ‘the? aeetion” ‘of the: ‘Saudi Petroleum Minister's 
recent demand: for $180 million, in settlement . of the "Sidon claim" (Embdes 412, 
June 21) .by- pub Lishing in the ‘Saudi, press. on July’ 23. an ‘official’ statement 
denying the company!s indebtedness. ‘to ‘the’ Saudi Government and‘ ‘asserting’ its 
willingness.to resume: discussions, on this question or’ ‘refer ‘the’ matter’ to 
arbitration. ..The: Aramco, statement. declared that the’ company “had” ‘always 
fulfilled its. obligations. ‘toward. the ‘Saudi Government’ and: had’ spent: ‘millions 
of dollars, on all: sorts of. ‘projects. which had’ contributed” to" “Saudi. Arabia's: 
development «, GAL aot, Gee GO tee tiles ces it aie ae oe rab S 
END “UNCLASSIFIED. ah ee ee Seed eae 
BEGIN CONFIDENTIAL, eit eee a mpahan, 8 © Ace 


COMMENT... While. it is contrary to Aramco's general policy to reply to 
criticisms “published in’ the local: press,‘ company: officials were very much 
concerned about. recent press | "interviews" of, the Petroleum and Finance 
Minterers and, Sesidedhot, to let. them ‘go by the board without ‘some: ied doa 
END CONFIDENTIAL . aeate : : m os ae : | = . o Bs Sy oo rr 
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ho “Management. cot. Biyedh Bank is. ‘rengthoned 


cares was ‘takea to ‘improve the’ ‘administration “of ‘the ‘Riyadh Bank, the 
Saudieowned ; institution which ,absorbed the assets. and iiabilities of the 
-former.:Bank, aleWatani ia, March, | 1961.) The major. ‘step was “the ‘appointment’ ' 
of jan : ‘experienced ; Dutch | ‘banker, Mre Albert | ‘BOZMAN, as’ Director Genéral of 
,the Riyadh .Bank. .. This. action climaxed a ‘period ' "of" ‘several weeks ‘in‘which- 
. local business. leaders. ssmneged. ‘considerable’ skepticism ‘about’ Tee: Biyadus 
~Bank!s stability... BN fo : et 


bed Lew 
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alee It. lee ‘been. learned that the Saudi Arabian Monetary Agency (SAMA) was 
actually responsible for obtaining the services of Mr..Bozman and for per- 

» suading :the. Riyadh Bank's. board | of directors to engage him as the bank's chief 
administrators’ In "addition;” ‘SAMA ane ‘arranged: -forits.deputy governor to 
attend.all future. Riyadh Bank. board. meetings as an sobasever. aes ene ibe ae 
£0, SHPESSS. views, suring the meetings. ; aus 28: 
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* 4.5 Saudi Riyals = $1.0 Sr nn 
U.S of Gow aeEEAL, i 


PA 


wre 


einen goat Page__3____of 


pres Encl..No. 
| _conprpenrtaL_ %, _| : 7 
(Classification) ;.Desp. No.41__ 
=" i<From___- Jidda +SEE 


the Riyadh Bank from collapsing as, did the. Bank. al-Watani: five months ago- | 
This task is not an easy one, due in part to: the loose: methods’ and*policies 
which the Riyadh Bank, like. other, Saudi-owned. banks, has traditionally 

employed and to the circumstance, that: there.are more: banking» institutions 
operating in Saudi Arabia than. the economy requires. SAMA's supervisory 
authority may'be somewhat facilitated once the Council of Ministers approves 
and issues the new banking code drafted recently under SAMA auspices 

(Embdes.. 30,.'July 24) Bretiee Bean badass 
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Saudi ‘Arabian Airlines Negotiatii ct 
“During the last week of July the Council of Ministers authorized Saudi 
Arabian Airlinés (SDI) to hold final negotiations.with ‘the. Boeing Aircraft 
Company and Ethiopian Airlines with a view to the acquisition of two Boeing 
720«B aircraft available for delivery in December, 1961. The General Manager 

of Ethiopian Airlines arrived in Jidda August 1 prepared to participate in 

the sales’ talks; and aBoeing representative is expected shortly. There has 

been no confirmation of local rumors to the effect that the Council of Ministers 
also had given approval in principle to the eventual purchase of four Boeing 

727 short/medium range jet aircraft for delivery in:1964«65..and to’ the 
acquisition within six months of one deHavilland Comet. aircraft for’ the 


personal use of the King (Embtel 62). 


66 TWA Officer Discusses Aviation Matters with SAG 


TranseWorld Airlines (TWA) is hopeful of negotiating a new contract with 
the Saudi Government by which TWA would add to its present responsibility 
for. SDI.technical services such functions as ground passenger service, 
inflight passenger'service, and overall SDI sales and scheduling activities. 
The matter was discussed: with appropriate Saudi officials during the mid-July 
visit to Jidda and Taif of Mr. Ronald DUCKWORTH, TWA corporate officer. Mr. 
Duckworth left -thecountry'‘July °25-to’ prepare ‘a draft contract incorporating 
the changes desired by TWA in the light of his discussions here. 


COMMENT: The Saudi Government appears fiercely jealous of its control 
over SDI, and it seems doubtful that it will submit easily to changes that 
would lessen materially its control over the airline - either by signing an 
amended contract with TWA of the type that company desires or by permitting 
SDI to be changed into an incorporated enterprise with mixed public and 
private share ownership. The added complications of jet aircraft operations 
may ,however, force the government to modernize in some respects its 
administration of the airline. 


END CONFIDENTIAL 
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Te Middle East Airlines Reintroduces Comet Service to Jidda 


Middle East Airlines succeeded in regaining Saudi Government permission 
to use Comet rather than Viscount aircraft on one of its twiceeweekly 


_Beirut-Jidda return flights, and the airline immediately reintroduced the 
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Comet aircraft on the July 26-27 flight. MEA served Jidda with Comets for a 
few weeks last April but was forced to put Viscounts back on the run because 
of a dispute involving the Civil Aviation Department and certain local 
travel companies which had been miffed by their failure to obtain MEA's 
local agency (Embdes 351, April 26). 


8. Unseasonal Showers in Jidda 


Pn tam tana OO Oe eel 


The last week of July brought unusual mid-summer showers to Jidda and 
the surrounding coastal area, a phenomenon practically unknown in the memory 
of local residents. Rain reportedly fell over wide areas of the Hijaz and 
central Saudi Arabiae While the mountainous regions of the Hijaz often 
experience late summer rainfall, it is most unusual for Jidda and the coastal 
plain to be affected. 
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{ = INTRODUCTION: HIGHLIGHTS FOR AMERICAN EXPORTERS 


Saudi Arabia experienced a period of economic stability in the spring and 
early summer months of 1961. Commercial and construction activity appeared much 
the same as in the late winter months, and prices were practically unchangede 
The government enjoyed its largest oil revenues in history and although 
maintaining careful controls on expenditures, in accordance with its budget, 
caused some stimulation of the private sector of the economy through gradual 
expansion of municipal and other improvement projects. Prospects for future | 
trade and investment were reasonably good, and the government was working to 
improve them by preparing new basic legislation affecting key sectors of the 
economy. The second quarter was the time of the annual Moslem religious 
pilgrimage, an occurrence which annually brings about a marked increase in 
trade and general business activity in western Saudi Arabia though it has a 
slightly deleterious effect on some other sections of the country. Other 
highlights were the issuance of new paper currency; the announcement by the 
Arabian American Oil Company (Aramco) of several additional capital invgstment 
projects to improye its oil concession facilities, and continued progvéss in 
the country's ambitious road building programe In the Eastern Province, three 
works of major importance were in their final construction stages: the Dammam 
pier expansion project, the Dhahran civil air terminal and the Hofuf cement.:plant. 


ented 
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oral er 
Trade statistics, when they become available, are expected to show that the 
United States retained its position as the leading supplier of foreign; products ~ 
sre ecudi Arabia through the first half of 1961. Te is doubtful, however, that U 
| there was a reversal of the trend apparent for at least five years showing a | 
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gradual’ decline ‘in the United States. shara of, che Saudi park. (figures, for. the | 
last three calendar, ‘years. show. successive declines in the dollar value of 

United States exports to Saudi Arabia from $58.6 million in 1958 to $49.7 million 
in 1959 and $43.3, million in 1960). Nevertheless, : 1961: has, brought. increased 
interest’ by American companiés in this. market ,.. as. evidenced, by more: numerous. 
visits to Saudi Arabia by, commercial. and, banking representatives... Most..of these 
visitors. expressed surprise. and: satisfaction with; respect: .to,,the. caliber. of 

local business firms ‘and the market ‘potential afforded by Saudi Arabia.e Intensi- 
fied promotional efforts’ by American companies will be required if the United 
States is to retain even. its present, reduced, share of the, Saudi: markets; The 
competition is inereasing,, especially from Japan. and. western Eur opean.. countries, 
and Saudi importers are becoming more. cand. ‘more., selective about.. the. sources, from 
which they purchase. - ee sachin 
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“With respect “to! specific Secaoetonal’ ‘ventures for American goods, the period 
under review saw the exposition in. Jidda. of the second.and. third. sections; of:.the 
Isbrandtsen Mobile Trade. Fair _and. also the cappearancé:- of, a. ‘demonstration. Grumman 
Gulfstream. executive-type. aircraft... News was announced., of the. impending ...._ , 
construction’ ‘of. a small, soap. powder. factory at. Jidda “by Procter- and. Gamble..in;. 
association, with, its Saudi “distributor. me TM pee aay wed is 
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; “Aramco's production * ‘of. ‘crude: “oil. dn. the, Gecend arte aianca: ly 331, 398, 
barrels ‘per, , day ‘which, ‘although . 10, per, cent, less: than, in the.. preceding - quarter,:.. 
surpassed by nearly .8 per cent ‘the, ‘crude, “oul, output . during , the. second quarter 
of: 1960. For the first six, months ‘of, 1961. the. company's erude,oil. production 
averaged 1,406,974 barrels: daily. . Despite. the ‘downward production trend during 
the past © few onthe. ‘which was partly seasonal in nature, it ipcape that Aramco!s 
overall 1961, output ‘will Pa: near 1,400, 000. pareels per: days: meng Tenet ae 

‘ ‘Throughput, ‘at “Aramco!s, refinery : in 1 Ras. ‘Tanura. averaged: 259, "307. hareete: per 
day ‘during the. second quarters This “was. slightly. less: than,in, ‘the. preceding . 
quarter ‘But ‘was nearly. 8 .per., -cent more than, during, the: second. quarter. - Of. 1960. 
The ‘¥efinery's, daily throughput ‘for the first. {six months, of., rk9Gl. averages Mode 
253, 904 barrels, | a record, high for. the periods, , ‘ rat 


Hees gi new ‘deel opine wells’ were Ncomaleted by “Aramco during the clreecuenth 


ee ending in May, and the number of wells in producing status thereby 
reached 2116: Of these, 90 are located in the rich Ghawar field. The aoe 
new offshore drilling tender, the ADTn1,. was, placed in position at. Safantya ..,. 
field ‘well’ tio. 39° in late June after "tts arr: val, from the. United . States ‘as, a 
replacement. fo the drilling barge. jQueen , Mary" which, capsized. at. sea. last. year 
The Safaniya ‘expansion program ' moved forward with completion of a "L6-mile,: a 
30,5 32 inieh’ pipeline | which. n¢ ‘eased. pipeline capacity, from. that, ‘field. ,to; 245, 000 
: mcc ; at, Ras. ‘Tanura. the: ‘world's, ‘largest , (20, 000 ej ach 
er “hour ¢ acity) i ine .bl ending facility, . a. ‘$600, 000. project designed 
to. ‘blend crude oils. and/or, products, of, va¢ious, kinds. uniformly: An; pipelines. and 


Oo bt 


‘them directly: ‘to ships without the, necessity, of. tank. storage. in;,transit.o | 


‘ 


Ne ruction. projects: announced during, May . ‘included. pipeline extensions::to 
_ increase the crude, Elow capacity ‘from the Abu Hadriya and Khursaniyah fields. 
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the 'Uthmaniya sector of the Ghawar field, also the addition of two storage _. 
tanks at the Ras Tanura terminal areas these new projects’ will require capital 
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“Aramco, experiéncéd no disruptive labor ¢onditions “during ‘the ‘period, but” 
bqaiq facilities due ~ 


did suffer ‘material damage estimated at $400,000 to its Abqaiq 
to a fire which forced ‘a half-day ‘discontinuance of crude deliveries from’ | 
south and west of that station in mid-June. . The destroyed ‘pump station“at 


Abgaiq is being replacede 
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|. Avamco's semi-annual bodtd 6f ditectors meeting ‘took*place in’May at San 
Francisco. ‘Shortly ‘theréafter the company released its 1960 annual report in 
which emphasis was placed on its success in expanding production despite the 
current world-wide surplus of oil producing’ éapacity-and’ the* incréasing -amounts 
of Soviet ‘oll entering free world marketes “M67 26 fate Ease from a Citas 
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“ ghe Saudi Government and public alike~ showed’ a growing’ realization: of the 


Company maintained ‘normal ‘production ‘operations in’ its onshore’ concession<in 
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+ Phe Arabian O11 ‘Company; in ‘which 90 ‘par ‘cent! of. the. shares ‘are’ Japanese 


my i 


explo 
the quarter.,, Four of these five wells were stated to have potential producing 
‘Gapacitiés-in’ excess of.-5,.000.barrels.per day. One well site was abandoned 
because of a severe fire caused by a gas bearing stratum during an early stage 
of drilling. ‘Exporting of ‘crude ‘oil ‘was begun by the’ Arabian: 011+Company tin’. - 
‘late March of this’year, ‘but “production ‘statistics have ‘not’ yet'‘been “made ‘public. 
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| The Ministry of. Finance sadounced: in “May. a. ' supplementary. budget. ‘allocation - 


L 


of. SR 9 million to cover, public. works projects, primarily measures, to assist 
farmers and. others living in. the ‘northern Parts, of. | the, country. This’ supp lementary 
allocation, together. with. the: one. ‘for. ‘SR! 73. million. “announced in February raised 
the. country's. total budget ‘for the present 1380-81 fiscal year ‘to SR "1,830 million. 
The supp Lementary allocations were made possible by unexpectedly large oil 
receipts. Although no figures. were. officially. announced, it. is anticipated ...- 
that the Saudi Government's. Bross, revenues. from’ oil during, the. present fiscal 
year, which coincides. very closély. with. the. calendar, "year, 1961, will. approximate 
SR 1,600, millione, , Exist ing government ‘debts. are small, when contrasted, aches 

this. large current. income.’ " ah) gene ly se ee REET As fc a 
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“Official atatiardce, ‘released, ‘ay "SAMA. alioued. rebac: the: scuseency: in: eircurseion 
rose. ‘to. the highest - level in. the: country ts; history: in. late. May. ....From'a: figure 
of ‘SR 599: million on March 30, currency,,,in.circulation.rose:to SR:679: million 
on May 25 before falling. back to -SR..654: -million-on,June 8, the last date for 
which figures are available. The main reason for the increased money supply 
was the annual April-June pilgrimage season which this year, by official count, 
brought” ‘286, ‘000° ‘foreign pilgrims into the country. This was the largest number 
in history.,,. SAMA figures relating to assets. held.in gold rose:to.SR:170. million 
in late May .due to, the arrival, of. additional. a aca ‘of .the ; oem amare: by 
Saudi Arabia | earlier. this. year, as ‘currency. COVET er 8 eas 
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ee ‘the, commercial: hauking.. field centered on; ithe’ ‘government's 
preparation. “of a. draft code. ito. regulate tthe activities: of .all::commercial: banking 
institutions., The period. sended,. vhowever , ‘without action -on ‘this..matter: by. ‘the: 
Council of. Ministers, -although.a thorough draft. -law:was reported ‘to,:‘have:been. 
completed by. a visiting Dutch banking. expert. In, July, :the::directors :of:thé 
Saudi-owned Riyadh. Bank. ‘acted to.,strengthen : the administration: ofthis bank. ‘by, 
appointing a, Dutch national as, Director,:General.:: This, action :climaxed: a: period 
of. some weeks during which local business leaders had expressed considerable 
skepticism about the hapenes of the eer penks 
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IV. =. TRADE AND. pomesrrs ‘MARKET. GoNbur ONS 


Sais tan esas ideited ahghen’ A Ris htm eal Wile 
The: period andes, review Was. fairly. active: for commerce. particulacly. aa tlie 
Hi jaz, where. the pilgrimage. ‘season, stimulated trade. ~ Another:ifavorable: factor: 
was, the government 's. continued. spending .on, municipal: improvements. includings!*\:::" 
street,. water, and sewage: projects.:, .Wholesale;.and xretaili prices showed: very 
little. movement «, . Stocks: of. certain: commodities eligible. for. the government ts. 
subsidy, (food grains,,: milk,, vegetable, oils.and medicines),:reached extraorddénarily 
high.. levels. and., many of. the, smaller,: marginal aoe were experiencing! 23: uO 
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; The ‘ge veunt was considering bilateral talks with certain countries, 
notably, Spain, and.Morocco,;,.with,a,view,to,diversifying the: country's: foreign 
commerces,, In both, cases, it. appeared., that, thes initiative: had::come: from” abroad’: 
The., Spanish: Government . .wasireported interested: particularly: in purchasing: Saudi 
oils,,..In,, the.. case. of, Morocco;,an: invitation: fori a‘ Saudi: trade. delegation:.to’. visit] 
Moroccan, “centers was, accepted, and-a group: of; about-eight persons: was’. being: | 
formed ; to, visit. Morocco, later in. the. /BUMMET eee OL Caen e nn ha too Cheek 
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i The trade agreement extension between Saudi Arabia and the UAR Syrian 
Region became ‘official in-late .June:upon :the formal. exchange .of ,documents of 
ratification..: -This bilateral agreement -is ‘to ;run until January, .1962,,.and~ 

further. renewal. is not anticipated: because of :the present, Saudi: policy.,of forsaking 
bilateral agreements: with Arab ‘states in favor .af :collective Arab League..: ;. 


trade agreementsSe.:: rueb. cegcageted Sutags the whadu tarda Aus 


Saudi Arabia~continued ‘its policy .of ‘active ;support to, the Arab: ;Boycott-of- 
Israel. program,’ but data showing :the changes -to ‘the :Saudi blacklist :én this 
period are not available. No announcement was made of concrete steps to carry 
out the government's policy, .announced-.in April, of..strengthening economic and 
-commercial-relations with a.number of new African -countries,:.a policy ;admittedly 
designed primarily to.check, Israeli attempts.to. establish new-African markets 
.for. her, exports.-. During, -June, Saudi Arabia participated in the Sixteenth Annual 
Gonference of the Directors of the Regional Offices for the Boycott-of-Israel 
at Jerusalem, Jordan, at. which new'measures were discussed for tightening the 
boycott and containing Israelts commercial expansion. 
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_. Work ‘proceeded: on ‘the: Ministry of Agriculture's land ..drainage -project at 
the Qatif oasis in the Eastern. Province, where about 16: square: miles of. rich. 
date groves and: other: farmland: has:suffered in.recent .years from excessive briny 
water ibrought .to-the surface :by:uncontrolled-artesian’.wells.:/South of :Qatif, : 
-in. the fertile: al-Hasa-oasis:around the city!/of, Hofuf, :the Ministry's experts 
‘together with ;Aramco--specialists were: about to..launch ia: five-year sand-dune- ... 
(stabilization project .designed ;to!avert .ithe.overrunning :of..considerable farmland 
sand several: villages by shifting sands3.:the, threatened :area: contains: about. 60 
‘gquare.miles.. The budget :for; veterinary services was increased:.by..a:.special by 
allocation from the Supreme Planning Board for tenadditional veterinary units, 
which. will. .bring:-to itwenty the. number .of: these..detachments:.situated throughout “: 
,the:countrye:::. 9 2B ths wig et Se ae aM: UP dog Fated cig Mesias tay et eee 
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ret + Major.-projects:.in. the planning: stage were the. ambitious Wadi. Jizan, project, 
-which envisages ..the eventual construction of an irrigation;.dam, near:,Jizan :in- 
the ‘mountains: of!,southwestern Saudi.-Arabia,, and, the expanded  bedouin..resettlement 
scheme for the northwestern area of the country where local drought conditions 
in recent: years. have.caused, heavy ‘livestock, losses~and-hardship for.,the: local. 
populations. With. respect; to, the: Jizan:project ,:,gome assistance:with.preliminary . 
studies: is, being;,provided by, the, United, Nationgs,,Special Fund. ;;,The. bedouin 
resettlement: scheme will,.be-carried, out;,by; the government ,after.;completion of 
‘area surveys by. foreign: engineering companies..working..under,.contracts A.royal, 
. decree / announced'.in,. June laid-down.temporary; regulatjons~to, govern, the» reclamation 
_ of uncultivated government lands; and,.their distribution to, qualified, farmers... 
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=Therewere:.conflicting: reports..as. to whether: the.,government would..soon :. - 

establish‘an! agricultural; bank. for: lending: money: to, farmers) on-easy. berms ;«.7he: . 
\Mindstersof;Finance/ said..dn: a. June. press: interview, that.,there: were. government 
plans torestablish:such an: institution during 1961; the Minister of Agriculture, 

however, told a meeting of farmers at Taif in July that the reason for not 

Sstablishing an agricultural bank was the reluctance of farmers to pay back 

loan received from the gov fimente —-——“—— i 
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| The 1960-61 winter locust season in the Arabian Penfnsula‘ended' with” _, | 
considerably less damage’ to crops ‘than in’ the’ previous’ year.’*“It* was’ reported, 
however, that large swarms ‘of locusts escaped from northern areas’ of Saudi Arabia 
into neighboring countriesdespite the-efforts of the several national Locust 
control groups which, as" sual, cooperated during the’ winter’ months in combat ing’; 
locust swarms within’ Saudi Arabia. Officials of the FAO Locust Control Mission 
in Jidda spoke of the potential danger to Saudi Arabia of an extraordinarily 


large buildup of locusts presently taking’place’ in Ethiopia”and Somalia.’ 
fi Bae Eat, De) oft paki ime bad Ban Vanant Toy nowray a Zeal 


The Ministry of Agriculture was-“authorized’to' establish anew Directorate 
General to supervise water resources. Its authority will cover the drilling of 
new wells, the construction of dams and the execution of research studies on 


town and village Water. SUPPLY oie ncaa eke Eat aa ee ae had 


VI ~ TRANSPORTATION: AND COMMUNICATIONS °° * 
Several private: construction firms continued: work ‘under government: contracts 
for! road projects in the country, notably the: 430-mile: Medina-Tabuk: road, the 
48—emile Mecca-Taif' road: which includes a treacherous, mountain. segment;,and .the 
196=mile: Riyadh=Duwadami: portion of the. trans+peninsula highway’ that will 
eventually: link: the Hi jaz‘ with: the: Eastern: Province,’ The government announced 
plans. to. speed up: construction of. the latter highway by proceeding with ‘the °- 
300-mile Duwadami-Taif: segment: (working eastward from Taif) without: waiting: for © 
completion’ of the’ Riyadh+Duwadami portions’ The’ Minister of Communications’ 
predicted: publicly. that: this:highway. would reach’ completion’ in 1963." Survey and 
design studies: were/nearing completion for’'two-additional surfaced roads: in the 
Ne jdt: a :200-mile: road’ from Riyadh’ northwestward’ to Buraida and‘'a'125-nile road 
from: Buraida: southward to: a’ point’ near: Duwadami* on ‘the ‘trans-peninsulay highway. 


. Ne 
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bn? There: was: considerable interest .in' the proposed. Hi jaz Railway! reconstruction 
project for which bids are: under‘ study by the: tri-nation-Executive Cominittee in 
Damascus.': In" as public address during May, the King referred to this project 
and to the cooperation displayed by the UAR and Jordan toward bringing it into 
being. «He expressed ‘the: hope: that. the rail’ line’ would be’ repaired ‘and’ ready for - 
use. in. time: for’ the® pilgrimage’ in’ the: IsTaiiic: year 1382'(April-May"1963) 6" 
cae P le ew pnme ge go pte cabert tueie bagde Lesa at fe sien dniny gi teaue Taal 
en The. Dammam’ pier’ expansion’ project® in’ the’ Eastern Province’ was ‘completed and 
ready for its: official opening: scheduled’ for August.’ : This" $20 million‘ construction 
venture financed“ by the United States’ Government will make’ possible greatly 
expanded: Dammam:Port: operations as well as more efficient Saudi Government 
Railroad servicee The Ministry of Communications stated it was making plans for 
eventual establishment of a free trade: zone” at’ Dammains’. The ministry* extended 
“until: September 14 the: closing’ date? forbids on“ its: SR 10 million’ port iimprovement 
scheme: at:Yenbo,‘on the:Red Seal north: of: Jiddas: ive emote MPa! 
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*i : Saudd! Arabfan'Air lines: experienced an: extremely busy’ quarter because of the 
pressureof: pilgrimage flights which taxed: to capacity its: aircraft’ and’ personnel. 
The airline was considering: purchase’ of -its first. jet.equipment, with several 
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A new 1,000 kilowatt radio beacon at Hail in northern Saudi Arabia was... 
officially declared operative in Mays: This non-directional beacon, though still 
operating at only half of its: kilowatt rating, reduced considerably the. 
commercial flying time between Cairo and Dhahran since aircraft are no longer 
obliged to give such a wide berth to the southern=most part of Israeli. 
territory ifflying this routes 2. 1.0 22 ie a seve , 


An ICAO: official.arrived in May to head the organization's Technical 
Assistance Mission at Jidda. This position had been, vacant for nearly a yeare | 
The new ICAO expert, an Indian national, hopes to assemble a small staff in due 
course. 


VII - ECONOMIC DEVELOPMENT: GOVERNMENT ORGANIZATION, AND PLANNING 


The Supreme Planning Board retained authority to promote economic develop~ 
ment in Saudi Arabia. The members of this autonomous board met frequently during 
the period to discuss questions of organization and specific projects called to 
their attention by the various ministries. Much time also was spent discussing 
the report of the 1960 World Bank mission, entitled Approach to the Economic 
Development of Saudi Arabia, on which the government is expected to rely toa 
considerable extent in coordinating the country's internal progress. The full 
text of this World Bank report was still unavailable to the public although an 
apparently complete: Arabic language translation was being. printed in installments 
in a monthly magazine:published by the Jidda Chamber of Commerce. The Supreme 
Planning Board-tentatively decided to establish at least three subsections for 
its secretariate These were: a planning division, to evaluate and coordinate 
project’ proposals;.,a ‘technical services division, to develop outside assistance 
for the country's’ economic program ;: and an operations division, to assist the 
various ministries: in implementing approved projects. It was generally expected 
that before the endof the year a highly qualified non-Saudi administrator 
recommended ‘by’ the World Bank would be on hand to head the Supreme Planning 
Board secretariate’ ee 


A wide range of basic legislation for the country was either under ministerial 
study or already before the Council of Ministers. Development planning should 
benefit greatly if and when these basic laws are brought into effect. They 
include a revised foreign capital investment law and the following new laws: a 
general companies act, a code for mineral development, a basic petroleum law, 

a commercial banking code and a set of regulations aimed at protecting and 
encouraging industry. 


Several months of intensified public and press interest in labor matters 

were climaxed by the government's creation in June of a new Ministry of Labor, 

Laborers and Social Affairs, which became the eleventh independent ministry 

in the government. Prince FAISAL bin Turki bin tAbd al-'Aziz was appointed 

Minister of Labor and assumed supervision of all matters formerly handled by 

an autonomous labor department which had made its headquarters at Dammam and 

had focused its attention on Aramco labor affairs. The Minister of Finance 

asserted publicly in July that any real labor development in the country might 

require the amendment of the existing labor regulations promulgated in 1947. | 
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There was heavy concentration on municipal improvement projects, and the 
Liinister of Finance stated that SR 60 million had been distributed to the os 
municipalities in the first six months of 1961. City water supply and sewage 
systems were scheduled for Dammam and al-Khobar under financing provided by 
Aramco loans totaling $6.5 million. The pertinent agreements signed in April 
between Aramco and the municipalities provide for 15-year interest-free loans 
approved and guaranteed by the Saudi Arabian Governmente 


A plan to construct grain silos in Jidda and Dammam was postponed until 
1962 by the Ninistry of Commerce, which attributed the delay to a lack of funds. 
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Ll. Dammam Port Expansion Project is Inaugurated 


King SAUD opened the Dammam pier project on the afternoon of August 16 in 
an impressive ceremony at the pier attended by a large group of dignitaries from 
various parts of the Kingdom. About fifteen Jidda diplomatic missions were 
represented. United States Government representation was headed by Ambassador 
HART, and included eight other officers from the Embassy and Dhahran Consulate 
Generale The ceremony included an official ribbon cutting, a speech delivered in 
Arabic by the Acting Director of the Saudi Government Railroad (representing the 
Minister of Communications), the reading of a special poem commemorating the 
occasion and the symbolic lowering of cargo from three ships alongside the new 
pier. Intense heat and humidity made the ceremony physically uncomfortable for 
all concernede 


The speech lasted about ten minutes and included a general description of 
the project plus some references to individuals and organizations that had 
assisted with ite It included two references to the United States, the first 
stating that "the United States Government, which we thank, offered twenty 
million dollars of unconditional technical aid. Fifteen million was appropriated 
to the port expansion and five million for the purchase of equipment for the 
railroad. That sum was sufficient for the project.’ The United States was later 
mentioned as “our friend" due thanks “for her unconditional technical assistance". 


The new port was given the official name NAbdul Aziz Port™ in honor of the 
late monarch who founded modern Saudi Arabia. 
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26 Supreme Planning Board Approves Further Studies for Jizan Area Development 
Project 


The press announced that approval was given by the Supreme Planning Board 
for the expenditure of SR 844,000 * to carry forward studies on agricultural 
and underground water resource development in the southwestern corner of Saudi 
Arabia around Jizan. The United Nations Special Fund is to participate with 
the Saudi Government in the cost of these studies which, according to the 
latest announcement, will take a period of two years to complete. Construction 
is scheduled to begin in mid-1962 of the first of a series of thirteen dams, 
mostly of quite small proportions, planned for the areae All signs indicate 
that the Saudi Government is prepared to commit extensive funds to this water 
and agricultural development scheme as soon as preliminary studies have reached 
the appropriate stage. 


3. Aramco Production Shows Increase in July 


Grude oil production by the Arabian American Oil Company (Aramco) averaged 
1,230,880 barrels per day during July. This was a slight increase over the 
month of June and thereby arrested a downward production trend which began 
last March. The companyts average daily production for the first seven months 
of 1961 was 1,388,536 barrels per day, representing a production increase of 
slightly more than 14 per cent over the same period of 1960. 


Ras Tanura refinery throughput dropped to a daily average of 211,209 barrels 
per day during July, which reduced the average throughput for the year to date 
to 247,661 barrels per days This represents an increase of nearly 14 per cent 
over the 1960 seven-month refinery Yrune 


4 Saudi Arabian Monetary Apency Purchases Additional Gold 


he Saudi Arabian Lionetary -gency (SAMA) announced its purchase of an 
additional $25 million worth of gold from the Federal Reserve Bank of New York. 
The gold is to be brought to Jidda for holding in the SAMA vaults as part of 
the Saudi Arabian currency Ccovere The SANA statement mentioned that upon the 
receipt of this quantity of gold the cover for Saudi Arabia's currency would be 
approximately 50 per cent in the form of gold with the balance held in currencies 
readily convertible into gold. This currency cover was described in the SAMA 
statement as "suitably balanced", but the Agency added that it would keep the 
position under review at all times (Embdes 46, August 12). 


COWNMENT: It is the Nonetary Agency's policy to keep 100 per cent currency 
cover for Saudi Arabia. Official statistics show that currency in circulation 
within the country totaled 5R 654 million as of June 8, 1961, the last date for 
which figures are availableo 


5e Air Liban Introduces Caravelle Service to Jidda 


The first commercial airline service to Jidda by the twin-jet Caravelle 
aircraft was begun on August 14 when Air Liban introduced a weekly Beirut-Jidda- 
Beirut Caravelle schedule. Air Liban is maintaining its previous weekly DC-6 
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flight between the same cities, and hopes that this improvement in both | 
frequency of service and type of aircraft will enable it to entice customers 
away from Middle East Airlines* present Comet and Viscount services on the 

saie route. 


6a Czech Airlines Initiates. Regular Service at Dhahran 

A Gzech Airlines (CSA) TU-104 aircraft landed at Dhahran on August 12 on 
the £irst scheduled GSA flight to Saudi Arabia. According to the Jidda office 
of the CSA local agent, A. ©. Bankhar and Gos, a similar aircraft will stop 
at Dhahran each Saturday on its eastward flight to Bombay, Rangoon and Djakarta$ 
also each Monday on its return to Cairo and Prague. The same source indicated 
that passenger rights are currently held by CSA only for the Dhahran-Bombay- 
Rangoon-Djakarta leg and not for traffic west of Dhahran. 


GOMMENT: The Czech Airline flight marks the first regular service scheduled 
to or through Saudi Arabia by any Soviet bloc commercial airline. The flight 
apparently is that listed in the July 1961 "ABG World Airways Guide" as CSA 
flight no. 515-516, with the stops at Dhahran replacing for some reason the 
listed stops on Bahrain Island. 
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1. Satisfactory Solution of Asphalt-to-Yemen Issue Appears Imminent 
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Since 1959 the Arabian American Oil Company (Aramco) has been very concerned 
about a problem involving the desire of a Jidda merchant to purchase asphalt from 
Aramco or one of its offtakers (Caltex) for sale to Yemen to be used in the Chinese 
Communist road construction program in that country. For nearly a year Aramco © 
has been faced with a specific order from the Saudi Council of Winisters to make 
the sale, but has not done so because of United States Government regulations and 
because of Aramcots own policy of not making export sales of crude oil or petroleum 
products in its own name. Thanks to an expression of King SAUD's viewpoint on this 
question during a private conversation with an Aramco officer on August 27, this 
problem is apparently on its way to a satisfactory conclusion. The king told the 
Aramco officer that he was in complete agreement with the United States Government 
that no aid should be given to communists, and he suggested that Aramco respond to | 
the Gouncil of Ministers order by stating its reasons for not making the sale and 
adding that the company had discussed the question with the President of the 
Council of Ministers (i.e. the King himself) and has his agreemente . 
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COMMENT: While the above would indicate that Aramco will be abde to solve 
this touchy issue without compromising its own stand against postingyand gl ling | 
in its own name, and without being criticized further on the issue the daudi 
Petroleum Ministry, there are still those within Aramco who feel thao Petrg 


Linister TARIKI may yet attempt somehow to keep the asphalt-to-Yememsssuecaltve 
9, . _ ad * 
tc the company's embarrassment (Embtel 114; imbdes 65, Aug. 29). (V4 > 
(as | 


. pid ”/, rho 4 ; 
hai a 
WDvolle/eh CONFIDENTIAL . _ pa wy 
REPORTER wn } ma : 
SS | 
— 


pe ACTION COPY — DEPARTMENT OF STATE 


The action office must return this permanent record copy to DC/R les with an endorsement of action taken. 


\ 


: Page ___2___of . 

[ courwentia. | Encl. No.—___— 
(Classification) Desp. No._£9 
Fro Tidda. 


| Qo Saudi. Government Studying Possible Economic Boycott of France ae | 


The Saudi press and radio have reported that certain decisions concerning 
an economic boycott of France were taken in late August by an official committee 
former pursuant to a recommendation issued by the Arab League Economic Council, | 
presumably due to the Bizerte crisis. The decisions were not made public but were > 
stated to have been referred to "higher authorities". An indication that the 
Saudi Government was actively considering an embargo on shipments of Saudi oil. 
to France occurred a few days later when the Saudi Arabian Monetary Agency (SAMA) 
Governor requested informally from Aramco available data on such exports in the 
paste 


COMMENT: It seems improbable that the Saudis would deliberately act to cut 
off an income of perhaps 10 or 15 million dollars annually from crude oil and 
petroleum product sales to France unless extraordinarily heavy pressure were 
brought to bear. Such a financially painful step might be obviated by the fact 
that the Saudis have made a special point of showing their solidarity with the 
Tunisians in other ways, such as the King's donation of SR 2 million (approximately 
$440,000), the despatch of a medical team to Tunisia, and the indulging in 
preparations to comply with any &ficial Tunisian request for armed forces 
(Emb. A~46, Septe 2). 


END CONFIDENTIAL 
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36 Arabian Oil Company Finds Two More Wells 


The (Japanese) Arabian Oil Company completed two more oil wells in its 
offshore Neutral Zone concession during late August. These were identified as 
wells nose 19 and 20, rated at a potential production of 5,380 and 5,000 
barrels per day respectivelyo © 


COMMENT: The Arabian Oil Company now has 19 actual or potential producing 
wells, all drilled during a period of less than 20 months. The company has been _ 
engaged in export operations since late March, with all shipments so far going to — 
Japane Paes 


4g Supreme Planning Board Expected to Name Chief Advisor Soon 


The Saudi Government was reported making final arrangements. to engage Mr. 
Harold O. FOLK of the World Bank (IBRD) staff as chief advisor to the Supreme 
Planning Board. Mr. Folk, who first came to Saudi Arabia in 1960 as the head of ”. 

the World Bank economic survey mission, is currently back in the country for — 
discussions with top Saudi officials. The local’ press stated on August 30 that. 
Mr. Folk's appointment was expected shortly and that he would assist with the 
necessary studies for an implementation of a national development program over 2 

a period of several years (Emb. A-3, July 8). Sts 


4, 5a Reported Decision to Establish.a Special Water. Department 7 ee = 
oe “The press reported that the Saudi cabinet had decided to. establish a special] - , 


department with responsibility for water resource development in the Kingdom. It > 
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| was stated that this department would be located within the Ministry of | 
Agriculture, which would be renamed the Ministry of Agriculture and Water. The 
new water department reportedly will be headed by Shaikh Mohammad BA DUKUK as 
Deputy Minister of Agriculture for Water Resources, and will be granted a 
sufficient budget to enable it to perform effectively. 


COMMENT: In the past the Government has lagged in its attention to water 
affairs, notwithstanding their cfucial importance to the country. The action 
mentioned above appears to be a major step forward insofar as government 
administration in this field is concerned, even though the government apparently 
has not seen fit to establish a separate ministry for this purpose as was 
recommended by the 1960 World Bank report. Water affairs of the larger cities 
presumably will remain the-responsibility of the municipalities concerned, thus 
remaining outside the jurisdiction of the Ministry of Agriculture (Embdes 68, 
Auge 30). 


Ge Ministry of Labor Moves to Discourage Overtime Work 


The Ministry of Labor and Social Affairs circulated an order to certain 
companies and factories, apparently in the Eastern Province only, prohibiting 
overtime work by their employees. The reason given by the press for this action 
was the expected beneficial effect on the domestic unemployment situation. 


At the same time, talks between the Minister of Labor, Prince FAISAL bin 
Turki bin 'Abd al-tAziz, and Aramco officials during a visit by the prince to the 
Eastern Province resulted in a decision by Aramco to institute a five-day, 
forty-hour work week for all its employees. This will go into effect on — 
September 1. Company employees heretofore had been working the equivalent of a 
42-hour week (five 8shour days weekly plus an extra 8-hour day every fourth week). 


Te Government Committee Investigates Eastern Province Conditions 


A fact-finding committee established to report to the Supreme Planning Board 
on conditions in the Eastern Province toured the area during August to observe 
present conditions and discuss with local residents the prospects for the future. 
The Planning Board's acting secretary general, who headed the committee, told-the. 
press that a report of the findings would be made to the Board and that such 
recommendations as were approved would be carried out whenever budgetary 
procedures allowed. ; 
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suBsect: Netherlands Trading Society Report for June 1961 Regarding Activities in the 
Eastern Province; Some Price Rises; Lower Oil Production; Port Activity 


[ Drops; Free Zone Initiated. OSO 5 = 


Transmitted herewith is the June Market Report of the Dammam Branch of the 
Netherlands Trading Society to the Bank's home office. This report is supplied by 


the bank manager to the Consulate General on a confidential basis and should be 
treated as Official Use Only. 


The King's visit has been postponed until mid-August. - 
SUMMARY OF REPORT sl 
Prices of some items in relatively short supply rose during the month. Large : 
shipments of these items, except rice, are already en route to Dammam. S 
Aramco's production fell to 1,238,875 barrels per day in June. a 
26,160 tons of goods, over 10,000 tons less than in the month of Shavwalt i 
entered Saudi Arabia through the port of Damnam between May 15 and June 14, 1961. nN 
1400 tons, mostly steel scrap, were exported, At theénd of the month only two 
ships were at anchor in the port. (ConGen comment: the low rate of activity 0: 
was probably due to the pilgrimage. ) 
Sites at Dammam port have been made available to local importers for 
construction of warehouses in anticipation of the creation of a free zone, WwW 
~ 


Press interviews of Prince Talal and Shaikh Abdullah Tariki are summarized. 


1/ Statistics for the intervening month were omitted, The char General 
will endeavor to obtain them. o § 
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NEDERLANDSCHE HANDEL-MAATSCHAPPIJ, N.V. 
DAMMAM/ALKHOBAR 


CONFIDENTIAL 
Market Report No. 80 
June 1961 
Exchange 


The U.eS. Dollar remains fixed at 4.50, Sterling again weakened from 12.56 to 
12.55, transactions of any volume have to be transferred to Jidda however as the 
local brokers are only prepared to quote for relatively small transactions. The 
Lebanese Pound continues to rise steadily, quotations at the end of the month 
being 146. 


Trade 


Due to small local stocks and higher quotations from abroad the price of 
rice showed an upward tendencye Flour further dropped as merchants tried to clear 
their stocks during the hot seasone 


The pices of various building materials as cement, timber, iron bars, (in 
special the 6, 8, 10, and 12 mm, bars) went up as local stocks appeared to be 
almost exhausted. It is reported however that large quantities are already on the 
way to Dammam. 


Oil Production 


The Aramco oil production in June amounted to 37.166.253 barrels (or 
4.955.500 metric tons) against 1.630.887 barrels in May, ‘The average daily 
production dropped from 1.342.932 barrels a day in May to 1.238.875 barrels a day 
in June. 


At Abgqaiq a major fire destroyed an Aramco pump station causing an estimated 
damage of approximately us# 400@0.-. The fire was brought under control after 
fourteen hours, however ope rations were back to normal after about 24 hours as a 
result of the installation of auxiliary pumping units. 


Shipping 


During the month of Thul Hijah (15/5 = 14/6) 26.120 tons of argo were 
discharged at Dammam port as follows: ; 


= a 
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= 1108 tons cement 14956 tons sundry goods | 
183 tons timber 194 tons rice i 
6654 tons pipes and iron 508 tons sugar 
323 tons cars and machines 2194, tons flour 


At the beginning of the month six ships were at anchorage waiting for 
discharge, 22 ships arrived during the month, 26 ships discharged, so thatiwo ships 
with 4243 tons of cargo on board were left waiting at the end of the month. 


A quantity of 1135 tons of iron scrap was exported during the month, 265 tons, 
mainly personal effects, were also exported, 


General 


In the beginning of the month a three day sandstorm with sand-carrying winds 
reaching 61 mph. caused serious dislocations in ground and air traffic and minor 
but widespread damage. Tankers at Ras Tanura stopped loading for a 12 hour period. 
Some leaks were reported in Aramco pipelines, probably as a result of metal 
fatigue. Temperatures went up to 118 degrees. 


It is reported that during July His Majesty The King shall visit Dammam to 
open the extension to the Dammam port facilities and probably also to open the 
new plant of the Saudi Cement Co. at Hofuf, 


Preparations for the establishment of a customs free zone at Dammam port have 
now reached a first stage of execution, sites have been made available to local 
importers to construct godownse 


His Royal Highness Prince Talal, Minister of Finance and National Economy, 
has revealed that the Arabian American Oil Company (ARAMCO) has no exclusive right 
for marketing oil inside Saudi Arabia, In an interview published in the June issue 
of the Monthly Conmerce Magazine H.R.H. Prince Talal said that the way is paved 
for Saudi companies to take over such a job and that there are some national 
establishments working already in this field with full backing from the Ministry 
of Petroleum and Mineral Resourcese 


Referring to the right of exporting and marketing Saudi Oil abroad H.R.H. 
Prince Talal said this right was preserved for ARAMCO under its present concession. 
"At present the Company is carrying out marketing operations through its owners 
the mother companies. However the Government has asked ARAMCO to market its 
production by itself otherwise it will be a mere instrument the sole task of which 
is to produce oil on behalf of the mother companies. ARAMCO should develop into 


Directorate General of Oil and Mineral Affairs had done on several occasions before, 
the Ministry of Petroleum and Mineral Resources has recommended to ARAMCO several 
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= companies which had expressed the desire to enter the field of marketing | 
and exporting oil," His Royal Highness said. 


(See ConGen Despatch No. 17 of July 17, 1961, for complete translations of 
the interviews with Prince Talal and Shaikh Abdullah Tariki, as they appre ared in 
the Saudi Weekly Newsletter. ) 
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SUBJECT: Netherlands Trading Society Report for July 1961 Regarding Activities in the 


Eastern Province; Some Stocks Low} Aramco Production Up; Port Activity Continues: Drop; 
Dunes Threaten Hofuf Oasise “7 


amra0d 


Transmitted herewith is the July Market Report of the Dammam Branch 
of the Netherlands Trading Society to the Bank's home office. This 


report is supplied by the bank manager to the Consulate General on a _ 
confidential basis and should be treated as Official Use Onlye 0) 
SUNMARY OF REPORT | = 
O 
Several items showed price rises as a result of local shortagese = 
All air-conditioners have been sold oute Merchants hesitate to oO 
import cement because they expect the Saudi Cement Company to be 1 
in production shortly. 0) 
Aramco's daily production in July was 1,280,880 barrels per 0) 
daye 
Only 23,624 tons of cargo were offloaded at Dammam port between 
June 14 and July 13, 1961. (Consulate General comment: The w 
pilgrimage season blended into the traditional summer slump. ) <= 


High temperatures and humidity caused a number of deathse 
(Consulate General comment: The local office of the Ministry of 
Health is reported to estimate the nunber of deaths in the 
Eastern Province from this cause at over 100.) 


The Ministry of Agriculture is attempting to stop a dune 
field threatening part of Hofuf Oasise 
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NEDERLANDSCHE HANDEL—MAATSCHAPPIJ, NeVe | 
’ DAMMAM/ALKHOBAR 


CONFIDENTIAL 


Market Report No. 81 


July, 1961 


Exchange 


The U. Se Dollar rate remains at 4.50, Sterling further weakened 
gradually from 12.55 to 12.53, at the end of the month it very quickly 
rose to 12.57, a local exchange market is non-existent however, The 
ak Pound rate is still very steady and went up further from 146 
to 1473 


Trade. 


Rice was still very steady in the market and quotations showed 
a further increase. Fhour continued to drop as the present conditions 
of high heat and humidity accelerate spoilages 
“Some types of cement were very scarce, it is expected that the | 
first production of the Saudi Cement Co. at Hofuf will be on the market 
in another month. — A ey - % 


Importers of electrical equipment report that all local stocks of 
air conditioners have been sold out in the last month. 


Quotations of various commodities were as follows: 


April Ma June July 
Flour (American) (per 100 lbs.) Rise 17.8 16.50 14.50 13.50 
Rice (per 100 kegs) " 50.— Sle= Shen 56q= 
Sugar (per 100 kgs) " 60—— 60.= Wom 60e= 
Coffee (per 168 lbs) " 3300 3300 350.- 
Tea (per 25 lbs) " 156" 136= 15 6= 15 e= 
Iron bars (per 1000 kgs) " 6h0.— 6L0—= 6400 660—e= 
Cement (per 100 bags) " 525 = 525.=— 5500= 600e~ 


Oi, Production 


The Aramco oil production in July amounted to 39,707,269 barrels 
(or 5,294)300 metric tons) against 37,166,253 barrels in June, The 
average daily production this time went up again from 1,238,875 barrels 
a day in June to 1,280,880 barrels a day in Julye 
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mM 
Crude oil production for the firstmlf year was 254,662,331 barrels, 


which represent a 14.7% increase over the production for the first half 
year? 1960. 


Shipping 


During the month of Muharram (14/6 — 13/7) 239624 tons of cargo 
were discharged at the Danmam port as follows: 


1656 tons cement 12,089 tons sundry goods 
1790 " timber 2,154 " rice 
2015 " pipes and iron 968 " flour 
197 ' gars and machines PHP foe) "wheat 


Twenty ships arrived in the course of the month and 20 ships 
discharged their. cargoo 


General 


A period of high temperatures amd humidity caused a number of 
fabalities as a result of heat, and sunstrokes. Temperatures were 
around 120°. 


The Ministry of Agriculture has launched an effort to stop the 
movement of a huge dunefield which is threatening to choke off drainage 
and to bury some villages on the outskirts of Hofuf oasis. The shifting 
sands cover an area of 16 miles long and 4 miles wideo 
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SUBJECT: 


i 
—) 


A ConsuLATE GENERAL OFFICER RECENTLY HAD THE i 
OPPORTUNITY TO READ, AND TAKE A FEW NOTES ON, A ‘ 
CONFIDENTIAL REPORT BY THE SUPREME PLANNING BoaRD 
ON THE FIRST SIX MONTHS OF ITS EXISTENCE, MucH oF 
THE REPORT CONCERNED ADMINISTRATIVE PORBLEMS BUT A 
LIST OF PROJECTS APPROVED DURING THE PERIOD FOR 
EXECUTION DURING THE CURRENT SAUDI FISCAL YEAR 
WAS INCLUDED. IT TOTALED APPROXIMATELY 89 MILLION 
RIYALS, OR ABOUT 20 MILLION DOLLARS. (SEE ENCLOSURE 
FOR DETAILS). 


. 
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APPROVAL BY THE SUPREME PLANNING BOARD, HOWEVER, 
DOES NOT ENSURE A PROJECT'S PROMPT EXECUTION. So FAR “*: 
rHE [5,4 MILLION RIYALS APPROVED FOR MUNICIPALITY 
PROVECTS IN THE EASTERN PROVINCE HAS RESULTED IN 
/ RELATIVELY LITTLE ACTIVITY, SIMILARLY, THE ASSISTANE 
MANAGER FOR ADMINISTRATION OF THE SaupI GOVERNMENT 
RarbroaD, Mr. G. Vincent MURPHY, staves THAT BECAUSE = | 
OF THE HIGH INITIAL COST THE RAILROAD HAS NO PRESENT 
INTENTION OF ESTABLISHING A TIE eee | 
. oun Evarnts HORNER | 
Pe a American ConstL GENERAL 
ENCLOSURE: ~~ ; 
PRovECTS APPROVED BY THE SUPREME PLANNING 
BoARD FOR EXECUTION DURING [580-8I (APPROXIMATELY 
I96I). . 
Co: AmemBassy JIDDA 
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MunrcrPaALrry PROvJEoTS 


AGRICULTURAL . 


RIYADH 
MEcCcA 
JIDDA 
MEDINA 
DAMMAM 
AL~KHOBAR 
QATIF 
AL-HASA 
TAIF 
AL-KHARJG 


co 


Do CHIR D> SEA 
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AND WATER PROJECTS. 
RryapH Water Suppty 6.0 
Asya Dam 0 
THE DIRECTORATE pe 
GENERAL OF WATER I.8 
RESOURCES 

QaTrIr DRAINAGE 

PROJECT eae I.O 
JAaIZaN ProvEcr 8 


MINERAL Piegeens 


Wapr FATIMAH I.8 
AERIAL GEOPHYSICAL 
SURVEY I.0 


Communications PROJECTS 


Roaps I0.0 
RaruRoAD Tres FACTORY r 8.0 
RarbRoaD BED MAINTENANCE 5 
Yanspu' PRovEcT 2.0 
JrppA TELEPHONE SYSTEM 4. 
CrvrL AVIATION 4.JI 


INDUSTRIAL ProvecTs 


RryaApDH FERTILIZER PLANT ol 
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Pusnre ADMINISTRATION INSTITUTE mes, 
Hien Tecunrcan Scuoon (RryapH). I.6 
SocraL Provecrs | | 7 
Comparring WATER DISEASES 2 
HEALTH ZO 
GovERNMENT ADMINISTRATION PrRovEcTS F.4 
AUDITING: sa 
Town PLANNING ee 
IMPROVEMENT OF PioapCrSaaNe I.0O 
TorTab 89,6 


Nore I. SOME OF THESE PROJECTS WILL INVOLVE ADDITIONAL 
EXPENDITURES IN SUBSEQUENT YEARS 


Nore 2,  J?TemMs MAY NOT ADD T0 TOTALS BECAUSE OF ROUNDING. 
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Avs my = 
/ On August 31 I paid first courtesy call on Prince Talal cilinister of | 
: Finance and HNetional Econoay, during: which we discussed devel@pnent™program i 

TH - Ss and particularly SAG's need for certain roads. Subject Development Loan - 

xm B- v Fund case up and Prince reaarked it was of little use to ask for help on 

FR B- projects wnich were "not yet studica"', that there were neny projects under 

2 consideration which would have to be pulled together and assigned 

per eS priorities with help of Marold Folk and this would take tine. He asked 
that I talk with Folk on latter's cxpected retura fron Riyadh next evenings 
Folk, however, reaained in Riyadh firming up nis contract with SAG. T met 
hin September 5 at Riyadh. Ie has since informed me thet his contract 
had been approved by Comcil of Ministers Septeaber Ge Me ond irs. Folk 
will Leave for Beirut and U.Se September 8 and he expects return alone 
froa States in October to take up his duties. 
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Folk and Rajai Hussaini, Acting Secretary General of the Supreme 
Plamnin;; Board, informed ne they are ready to build up staff of advisers ‘f 
and: technical experts for integration imto various SAG ministries. : a 
Highest degree personal confidence needed at all levels and therefore oe 
Folk has severed his conncctions with IBRD, although not asked do so by | 
SAG. Hain concorn of both men on forthcoming trip to US will be to 
recruit helpe Could I assist in any way? I said that probably ICA files 
would contain nanes of experts in wide variety of fields who are not . 
presently engaged in U.S. technical assistance programs. “Folk and Hussaini, 

however, Voluntecred that what they desired, as a part of their progran, 
vas a USG technical assistance prograa in Saudi Arabia. T said had 7. 
hed a TA progran in SA but that SAG had terninated it early in lagd. | ft 
I did not lmow whether the old TA agreement on which the proprat Aad oF 
been based had lapsed or might be considered to be dormant but yalidy, 
They asked that I inquire and give them the results. I agreed $0 de=s06 j ea 
Undoubtedly Folk will discuss his plans in the Department, and:NespepLalty. et it ! 
“ICAe , z= a 


: 
Enbassy Coment: SAG backing of Anwar Ali in selecting Foik as chief G& 
development adviser is one of its more scnsible moves and reflects Ff. aia 
well on Talal. If Folk could cose forward with on official SAG en = } 
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request for technical assistance natter would be clearer. However,.it is often 
preferable in dealing with SAG on matters wherein latter cannot rectify its ow . 
inistake without loss of face, to be quietly responsive with ninimm ‘ef formali- 
ties. If Folk makes good case to Dept and if old TA agreement has not formally 
lapsed, I would hope that ICA might assist Polk without getting into complica-- 
tions inherent in new overall TA agreement.- Particularly to be avoided would 

be elaborate aduinistrative overhead, wiich constituted one of main complaints 
SAG registered esainst former US ‘echnical Assistance team. The othercomplaint, 
as I recall it, was that the tean advised but did not perform. Of course, the 
team was in Saudi Arabia to advise and not to execute, and SAG thus disregarded 
an elenentary principle in its om agreenent. Ilowever, SAG logic, like that of 
meny Middle Kast governments, is not its strong point. SAG's needs were not 
being expressed by the agreement. What SAG wanted then (and may want now) was 
on-the-job training; by people who knew how to execute and who were fully 
intezrated into SAG policy and adninistrative machinery. ‘Today, seven years 
later, SAG is in far better position to utilize such integrated assistance. 


Durins conversation with King on variety of matters September 5 I attempted to 
give support to what I | felt was valid stance by Prince Talal that development 
progprens be worked out! in careful detail before foreign loan assistance is requested, 
as fron DLF. Once tris done, requests wovld carry much nore weight with improved 

hences of conpeting for scarce fimds. Royal Counselor Yusuf Yasin then juaped 

into conversation and took issue with any inference that detailed studies of develop~ 
meni projects did not already exist. Furthermore, YY loudly declared: "We do not 
vant any looms. If anyone wants to give us help, that is fine but no loans. That 

is His ilajesty's policy." King did not denmur ‘and seeaed slightly confused. As YY 
clearly attacking Talal's position and I feared he night misquote ue, I sought 
interview that evening with Talal who, however, was neither at home nor office. 
Instead, I related story to Folk, who on September 7 telephoned me fron Riyadh with 
nessare from Talal as follows: "Please tell the’ American Ambassador that the man 
who interrupted his conversation with the King is the biggest prevaricator in Saudi 
Arabiae Our policy as a governnent is as I explained it to the Aubassador during 
our conversation. (August 31) “ 


Eabassy Comment: Cross currents within upper levels SAG complicated by rivalry 
between extra-official but influential innér cabinet. (Royal Diwan, headed by “ 
Shaikh Yusuf) and actual cabinet over which King presides as Fil and in which 
Talal's influence has been stronger than that of any other minister. - On 

‘economic and development matters Talal has apparently supported fiscal 

stability and sound approach to planning. Folk considers him self-reliant and 
realistic. and this is also my preliminary impression. Development projects. 

promise to be those preferred by Folk backed by Anwar Ali. 
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On Aucusr 24 I PAID AN OFFICIAL VISIT ro THE AMIR 
or AL-Horur, ‘App AL-MUHSIN. I wAS ACCOMPANIED BY IMR. 
Fawzi M. SAMHOURI OF THE ConSULATE GENERAL. INCLUDING 
DRIVING TIME, AND APPROXIMATELY TWO HOURS SPENT ENROUTE 
INSPECTING THE NEW PLANT OF THE Saupr Cement CoMPANY, THE 
VISIT LASTED SomME [4 HOURS. AS OF POSSIBLE INTEREST, 
SOME IMPRESSIONS OF THE AREA ARE GIVEN BELOW (THE VISIT 00 
TO THE CEMENT PLANT WILL BE REPORTED SEPARATELY)» Co 


0) 

I. Backcrounp: THE AL-HOFUF OASIS PROBABLY HAS BEEM, 
[INHABITED FROM PREHISTORIC TIMES; IT IS MENTIONED IN e 

Purny, IN WHOSE DAY THE GROVES OF DATE PALMS ARE REPUTED O 

T0 HAVE BEEN MORE EXTENSIVE THAN IS THE CASE TODAY. AL- O 

Horur, on AL-Hasa AS If IS OFTEN CALLED, IS CLOSELY ASSO-™ 
CIATED WITH THE HOUSE OF Sa'up, WHICH RULED THE AREA FROM 

I790-I87I, IN THE LATTER YEAR, THE TuRKS OCCUPIED y 


THE AREA, FROM WHICH THEY WERE EXPELLED rn I9IS BY THE . 
bate GREAT Krng ‘App AZZIZ_IBN SA'UD. For ALMOST A = 


QUARTER OF A CENTURY, THE FASTERN PROVINCE WAS RULED FROM 
AL-HOFUF BY THE LATE AMIR ‘ABD AubAH BIN JALUWI, AND BY 
yrs son, Sa'up. If WAS THE LATTER WHO TRANSFERRED THE 
CAPITAL OF THE PROVINCE FROM AL-Horur to Dammam In 1953; 
HE WAS REPLACED IN AL-~HoFUF AS SUB-GOVERNOR BY HIS 
YOUNGER BROTHER, THE AMIR ABD AL-MUHSIN. = 

2. Popubarion: AccorprnG To ARAMCO ESTIMATES, 
THE POPULATION OF "GREATER" AL-HOFUF IS ABOUT 200, 000 
PERSONS, OF WHICH PERHAPS 90,000 LIVE IN THE CITY PROPER = 
THE REMAINING IIO,000 BEING DISTRIBUTED IN THE SURROGXD IRE: 
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| VILLAGES. I? SEEMS PROBABLE THAT THE POPULATION IS ABOUT 
EVENLY DIVIDED BETWEEN THE Sunnr AND SHIAH SECTS OF 
ISLAM. 


3. Descriprion: AL-HOFUF IS ONE OF THE FIVE 
LAREET CITIES OF SAUDI ARABIA, AND THE LARGEST IN THE 
EASTERN AND NORTHERN Provinces. If IS THE CAPITAL OF 
AL-HASA OASIS REGION, WHICH CONSISTS OF OVER FIFTY-FIVE 
VILLAGES AND TOWNS, THE LARGEST OF THESE IS THE TOWN 
OF AL-~MUBARAZ, POPULATED BY ABOUT 40,000 PEOPLE, AND 
THE SMALLEST AND THE NEWEST OF ALL rs AL-MANSOURAH, 
POPULATED BY ABOUT [TOO persons. OVER EIGHTY PER CENT OF 
THE DWELLERS OF THE CITY OF AL-HOFUF ARE SunnrI MusuLIMs, 
WHILE, ON THE OTHER HAND, OVER 90 PER CENT OF THE 
POPULATION OF THE VILLAGES ARE SHIAH. UNTIL SOME EIGHT 
YEARS AGO, THE MAJORITY OF THE BUILDINGS OF AL-HOFUF 
WERE BUILT OF CLAY BRICKS (ADOBE) AND THE CITY WAS EN~ 
CLOSED WITHIN A WALL, WITH ONLY THREE OR FOUR GATES FOR 
THE TRAFFIC OF PEOPLE, ANIMALS AND VEHICLES. [HE CITY 
oF AL-HOFUF WITNESSED, HOWEVER, DURING THE PAST FEW 
YEARS RELATIVELY RAPID EXPANSION, STIMULATED BY THE 
PRODUCTION OF THE OIL OF Saupr ARABIA. ITS SIZE IS NOW 
AT LEAST THREE TIMES LARGER, AND ITS POPULATION HAS 
DOUBLED DURING THE PAST EIGHT YEARS, THE CITY WALLS 
HAVE BEEN TAKEN DOWN, TO ALLOW FOR ITS EXPANSION, MANY 
OF ITS LANES HAVE BEEN WIDENED TO ALLOW FOR MODERN 
VEHICULAR TRAFFIC, AND NEW WIDE STREETS AND AVENUES HAVE 
BEEN LAID OUT IN THE NEW SECTIONS OF THE crTY. ALMOST 
“ALL OF ITS NEW RESIDENTIAL, COMMERCIAL AND GOVERNMENT 
BUILDINGS ARE BUILT OF CONCRETE BLOCKS AND COLUMNS. 

THE CITY IS NOW A MIXTURE OF OLD AND NEW, THE crTry's 

MAIN MARKET IS LOCATED ON ITS WIDE MAIN STREET. Most 

OF ITS FRONT STORES, ARE OF CONCRETE BUILDING. THe STORES 
ARE RELATIVELY SPACIOUS, AND ARE WELL STOCKED WITH 

GENERAL MERCHANDISE THAT VARIES BETWEEN FOODSTUFFS, 
HOUSEWARES, AND SUNDRY GOODS, BeyIND THE FRONT STORES, 
AND ON THE SIDE LANES,. MOST OF THE BUILDINGS ARE OF ADOBE 
STRUCTURE, WITH VERY SMALL SHOPS OCCUPIED BY TAILORS, 
CLOAK AND RUG MAKERS, BLACKSMITHS, MONEY CHANGERS AND 
SMALL CRAFTSMEN, THESE CRAFTSMEN PRODUCE A VARIETY OF 
HAND TOOLS AND WEAPONS, ESPECIALLY KNIVES AND ORNAMENTAL 
DAGGERS AND SWORDS, HAND WOVEN AND TAILORED WEARING APPARELS 
sucH AS ARAB CLOAKS, GUTTRAS AND IGALS (LOCAL ARAB HEADP 
GEAR), SLIPPERS, RUGS, TENTS, SADDLES, JEWELRY; ARAB 
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COFFEE POTS AND PANS, AND SIMILAR SMALL HOUSEWARES. | 
fue crvy oF AL-~HoFUF IS A TRADING CENTER FOR ITS 
NEIGHBORING FARMERS AND THE pESERT BEDU OF THAT 
AREA. IN PaST TIMES IT WAS AN ENTREPOT FOR CAMEL 
CARAVANS TRAVELLING BETWEEN THE ARABIAN (PERSIAN 
GuLF AND THE INTERIOR. Mawy Bepuv CALL AT ITS MARKET 
THESE DAYS TO SELL THEIR PRODUCTS OF SHEEP, CAMELS, 
BUTTER, AND HAND-SPUN CAMEL WOOLEN YARNS, AND TO 
PURCHASE THEIR PROVISIONS OF DATES, RICE, GRAINS, 
SUGAR, TEA, COFFEE, CLOTHING, RUGS, WEAPONS, HOUSE- 
WARES AND JEWELRY. 


4, AGRICULTURE: THE PRINCIPLE AGRICULTURAL 
propucT OF THE OASIS IS DATES, WHICH ALSO IS ONE OF THE 
MAJOR ITEMS OF FOOD FOR BOTH THE PEOPLE AND THEIR 
LIVESTOCK, IT IS UNDERSTOOD THAT RICE AND GRAINS, USED 
[0 BE PRODUCED IN RELATIVELY CONSIDERABLE QUANTITIES. 
FARM HANDS AND LABOR BECAME SCARCE, OR TOO EXPENSIVE, 
DURING THE PAST FEW YEARS SINCE THE INTRUSION OF THE orL 
tNDUSTRY. MANY FARMERS, THEREFORE, HAVE ABANDONED FULL 
UTILIZATION OF THEIR LAND. ALTHOUGH, UNEMPLOYED UN~ 
SKILLED LABOR OF MIGRATING Repu IS ABUNDANT IN THIS 
AREA, THEIR TRADITIONAL ANTIPATHY TO FARMING AND 
MANUAL LABOR MAKES THEM UNSUITABLE FOR SOLVING THE 
SHORTAGE OF FARM LABOR. TRADITIONAL, MOSTLY PRIMITIVE, 
FARMING METHODS AND TOOLS ARE STILL COMMONLY USED IN THE 
OASIS. Tye Saupr MINISTRY OF AGRICULTURE AND THE 
ARABIAN DEVELOPMENT Drvrsron oF ARAMCO, HOWEVER, HAVE BEEN 
ACTIVE DURING THE PAST FEW YEARS IN DEVELOPING LOCAL 
AGRICULTURE, THE ARABIAN DEVELOPMENT Drvrsron or ARAMCO 
SUCCEEDED, TO SOME EXTENT, IN INTRODUCING TO LOCAL 
FARMERS NEW SPECIES OF VEGETABLES AND THE USE OF 
INSECTICIDES AND CHEMICAL FERTILIZERS, WHICH WERE 
PRACTICALLY UNKNOWN TO THE AREA IN THE PAST. Toe SAUDI 
Mrnzrstry oF AGRICULTURE EXTENDED TO THEM THE SAME KIND 
OF ASSISTANCE, AS WELL AS PROVIDING FARMERS WITH FREE 
SEHLINGS, LIGHT FARMING AND WATER PUMPING MACHINERY. Ir 
HAS IMPROVED OR BUILT NEW ROADS TO LINK THE VILLAGES AND 
THE MAIN CITY OF AL-HOFUF,. Ir IS UNDERSTOOD THAT THE 
MrnrsTryY Is CONSIDERING THE CONSTRUCTION OF A WATER 
DRAINAGE SYSTEM. THIS SYSTEM IS BADLY NEEDED FOR 
DRAINING THE OVERFLOW OF THE ABUNDANT WATER OF BOTH 
THE MANY NATURAL WATER SPRINGS AND THE ARTISAN WELLS. 
Tye SAME MINISTRY AND Arnamco's ARABIAN DEVELOPMENT 
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DIVISION ARE COOPERATIVELY SURVEYING AND STUDYING | 
MEANS OF SOLVING THE PROBLEM OF THE DESERTS! SHIFTING 
SANDS, WHICH HAVE BEEN A CONSTANT THREAT TO THE 
CULTIVABLE LAND AND THE VILLAGES. PoubTry Is A 

NEWLY INTRODUCED INDUSTRY, AND IS TENDING TO BECOME 
POPULAR, 


Tae MAIN VEGETABLE AND FRUIT CROPS OF THE AL~HASA 
OASIS NOWADAYS, BESIDES DATES AND RICE, ARE ONION, 
GARLIC, EGG-PLANTS, BLACK-~EYED BEANS, LETTUCE, ALFALEA, 
CUCUMBER, RADISHES, TOMATOES, PARSLEY, WATERMELONS, 
LIMES, POMEGRANATE, CARROTS, GREEN PEPPERS, OATS AND 
A FEW MORE VEGETABLE PRODUCTS. BECAUSE OF THE AREA'S 
VERY HOT AND DRY WEATHER IN THE SUMMER, VEGETABLES 
ARE USUALLY PLANTED IN THE LATE MONTHS OF THE YEAR, 
BECOME RIPE AND READY FOR MARKETING DURING THE FIRST 
FOUR OR FIVE MONTHS OF THE FOLLOWING YEAR. HucEeE SWARMS 
OF LOCUST INVADE THE AREA EVERY YEAR AND CAUSE CON- 
SIDERABLE DAMAGE TO ITS CROPS. INTERNATIONAL ANTI- 
LOCUST CAMPAIGNS, HOWEVER, HAVE BEEN SUCCESSFUL IN 
LESSENING DAMAGE IN THE AREA. SINCE I954, INDIAN ANTI- 
LOCUST TEAMS HAVE BEEN ASSIGNED BY FAO FoR FIGHTING 
LOCUST INVASIONS THROUGHOUT THE Fastern Province. THESE 
bag USUALLY ARRIVE IN DECEMBER AND RETURN TO INDIA 
rn MAY. 


AL-HASAWI PEOPLE ARE HOUD OF THEIR DONKEYS. 
THEY ARE SAID T0 BE OF GOOD HEIGHT, HAVE FINE QUALITIES, 
AND WERE POPULAR IN FOREIGN COUNTRIES IN THE PAST, THIS 
MIGHT BE TRUE, THE TERRITORY'S HARD ENVIRONMENT, RUGGED, 
HOT WITH MEAGER FEEDING RESOURCES, MUST HAVE HARDENED 
THE CREATURE, AND MAKE If LIVE HAPPILY AND WORK WITH 
ZEST IN THE IMPORTING COUNTRIES HAVING BETTER LIVING 
CONDITIONS. 


5, Epucatron AND HeEauTH: THERE ARE ABOUT 
THIRTY FOUR ELEMENTATY SCHOOLS IN THE AL-HASA 
REGION, TWO SECONDARY SCHOOLS, AN AGRICULTURE 
SCHOOL AND A TRADE SCHOOL. MoOsT OF THE TEACHERS 
OF THESE SCHOOLS ARE PALESTINIANS RECRUITED FROM 
THE GAZA SECTOR, AND SOME FROM THE JORDANIAN SECTOR 
or PALESTINE, THERE Is A GOVERNMENT HOSPITAL OPERATED 
BY ELEVEN MEDICAL DOCTORS, ALL OF THEM Ecyprrans, THE 
HOSPITAL ALSO INCLUDES AN OUT-BATIENT CLINIC. A NEw 
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| PRIVATE HOSPITAL HAS JUST BEEN COMPLETED AND SHOULD | 


BE READY FOR OPENING WTHIN A MONTH OR two. THIS 
HOSPITAL BELONGS TO HAMAD Aumap ALGOSAIBI anp Sons, 

A PROMINENT BUSINESS FIRM OF THE EASTERN PROVINCE. 
DETAILS ABOUT THE SIZE, CAPACITY AND STANDARDS OF BOTH 
HOSPITALS ARE NOT READILY AVAILABLE NOW, MANY OF THE 
GOVERNMENT DOCTORS FUNCTION, AFTER WORKING HOURS, IN 
PRIVATE MEDICAL CLINICS IN AL-HOFUF, AND A FEW IN AL- 
MupaRAz. THIS IS A COMMON PRACTICE rn SaupI ARABIA. 
Tue GOVERNMENT TOLERATES THIS OWING TO THE couNTRY'S 
LACK OF MEDICAL DOCTORS AND PRIVATE CLINICS. AS WELL 
rT? FACILITATES HER RECRUITMENT OF FOREIGN ARAB PHYSICIANS 
AT LOW SALARIES, FOR EMPLOYMENT IN REMOTE SEMI-ISOLATED 
TOWNS AND CITIES (1? IS SAID THAT THESE DOCTORS RECEIVE 
Apourt SR 2000/monTH AS SALARY AND MAKE BETWEEN SR &000- 
3000 ouT OF THEIR PRIVATE CLINICS. 


6. Orry Ppannine; ARamco Aras DEVELOPMENT DIVISION 
PROVIDED THE MUNICIPALITY OF AL-HOFUF SOME SEVEN OR 
EIGHT MEARS AGO WITH A MODERN PLAN FOR THE CITY, IN- 
CLUDING STREETS AND RESIDENTIAL, INDUSTRIAL AND COMMERCIAL 
ZONES. THE PLAN INCLUDED THE DEMOLITION OF THE CITY 
WALLS, THE WIDENING OF SOME OF ITS STREETS OR LANES, 
CUTTING THROUGH FEW NEW STREETS, REHABILITATION 
OF UNDERDEVELOPED AREAS AND THE ZONING OF THE CITY. SINCE 
THE CONSTRUCTION OF NEW STRUCTURES IS CONTROLLED BY THE 
MUNICIPALITY, THE NEW SECTIONS OF THE CITY SEEM TO BE 
WELL BUILT. THE GOERNMENT GRANTED THE MUNICIPALITY, 
‘DURING THE CURRENT SAUDI FISCAL YEAR, SEVERAL MILLIONS 
or Saupr RryaALS FOR CARRYING OUT NEW DEVELOPMENT PRO- 
vECTS. THE MUNICIPALITY HAS STARTED SOME OF THESE 
provecTsS. MANY NEW STREETS BEING WIDENED OR CUT-THROUGH 
WERE SEEN, BURING OUR RECENT Trip. THE MUNICIPALITY 
Is ALSO CONSIDERING THE WIDENING AND CUTTING THROUGH 
SOME MORE LANES AND STREETS, PAVING SOME OF THEM (so 
FaR, ONLY A SMALL PORTION OF ITS STREETS ARE OF ASPHALT) 
[ILLUMINATING THE STREETS, BUILDING A NEW VEGETABLE AND 
MEAT SUQ AND A NEW MUNICIPAL BUILDING, BUILDING 
COMMERCIAL STORES ON LAND OWNED BY THE MUNICIPALITY 
LOCATED ON THE MAIN STREETS, AND CONSTRUCTING A WATER 
DISTRIBUTION SYSTEM. 
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IN THE RURAL AREA, THE MxrnrsTRy oF AGRICULTURE | 
IS CURRENTLY B&LDING NEW ASPHALT ROADS TO CONNECT 
THE VILLAGES TOGETHER AND WITH THE CITY, Ff HAS 
STARTED A PROJECT OF PLANTING NEW SHRUBS AND TREES 
ON THE NORTHERN EDGE OF THE OASIS TO CONTROL THE SHIFT~ 
ING SANDS, AND IS CONSIDERING THE CONSTRUCTION OF A 
WATER DRAINAGE SYSTEM FOR CONTROLLING THE EXCESSIVE 
OVERFLOW OF SPRING WATER AND ARTISAN WELLS, IT IS ALSO 
UNDERSTOOD THAT THE SAME MINISTRY IS INTENDING TO DRILL 
NEW ARTISAN WATER WELLS TO PROVIDE CLEAN DRINKING 
WATER FOR THE VILLAGES. 


7, Bepu vs. FeLLAH:* [THE MAJORITY OF THE 
INHABITANTS OF AL-HOFUF CITY ARE Sunni MUsLIMs. Many 
OF THEM ARE SETTLED BEDU, OR DESCENDENTS OF Bepu. THE 
MAJORITY OF THE FELLAHIN (Peasants) ARE SHIAH MySLIMs. 
ROTH ELEMENTS (BEDU AND FELLAH) HARBOR A TRADITIONAL 
DISLIKE FOR THE OTHER. THe BEDU DESPISE CRAFTSMEN 
AND FARMERS AND CONSIDER THEM SECOND CLASS CITIZENS. 
Tumy ALSO DESPISE SHIAHS AND CONSIDER THEM AS MORE OR 
LESS DEFECTORS FROM TRUE ISLAMIC PRINCIPLES. WHEN A 
BeEDU MIGRATES TO THE CITY, HE TENDS TO MAKE HIS LIVING 
FROM ONE OF THREE TYPES OF WORK, TRADER OR SALESMAN, 
MOTOR VEHICLE DRIVER, OR AS A GOVERNMENT EMPLOYEE 
(SOLDIER OR A CLERK), A BEDU, OR A NEW DECENDANT OF 
Repu, SHRINKS FROM TAKING ANY KIND OF PERSONAL SERVICES 
POST, ESPECIALLY COOKING AND CLEANING WORK, BUT DOES 
NOT OBJECT TO CONSTRUCTION OR MECHANICAL WORK, EXCEPT 
TH2T HE ACCEPTS THIS KIND OF WORK AS A TEMPORARY 
EXPEDIENT TO SOLVE THE PRESSING NEED TO WORK FOR A 
LIVING. Tue FELLAH, OR ANY MEMBER OF THE SHIAH SECT, 
ON THE OTHER HAND, DESPISES THE BEDU, CONSIDERING HIM 
AS UNCIVILIZED AND WILD PEOPLE. A SHIAH WORKER WOULD 
NEVER HESITATE TO ACCEPT ANY KIND OF WORK, JHE SHIAH 
on SUNNI GROUPS ARE SELF-SEGREGATED; THE PEOPLE OF EACH 
SECT LIVE APART AND SELDOM MINGLE, INTER-MARRIAGE IS 
VIRTUALLY NON-EXISTANT. THE SHARIAH CourT QapIs (vupcEs) 
ARE MOSTLY WAHABI, SUNNI MUSLIMS, USUALLY OF NEJDI ORIGIN, 
SELDOM OF HASAWI ORIGIN AND NEVER SHIAH HASAWI. 


* on Hasawr vs NeEvpdI. 
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WHILE THE ATTITUDE OF THE Sunnr AND SHIAH ELEMENTS 

TOWARDS EACH OTHER IS THAT OF TWO ANTAGONISTIC SECTS, 
mHE HASAWI OF BOTH SECTS FORM ONE FRONT TOWARD THE 
Nevpr Sunnrs, NevpIs AND HASAWIS DISLIKE EACH OTHER, 
EVEN THOUGH BOTH GROUPS MAY BE Sunnr Musuims. THE 
NEvpIS REPRESENT TO THE HASAWII THE DICATORSHIP OF 

we UNDEMOCRATIC, FANATIC AND UNDEVELOPED NOMADIC RULERS. 

- Tue HASAWII ARE CONSIDERED BY THE NeEpyt@s, ON THE OTHER 

HAND, AS IMPURE ARABS, IMPIOUS MusLIMS, AND SECOND 
CLASS CITIZENS, SINCE THE PROVINCE HAS BEEN RULED BY THE 
RUTHLESS AND RIGID RULERS OF THE JALUWI FAMILY, CLASHES 
BETWERN THE ELEMENTS OF THE HASAWI PUBLIC ARE RARE. 


- Many OF THE SHIAHS REGULARLY VISIT IRAQ, AND 
| someTimes IRAN. OOsyaHARY (0 THE MAJORITY OF THE SAUDI 
| ARABS, THEY TEND TO SYMPATHIZE WITH THE PRESENT 
REGIME IN IRAQ, ESPECIALLY "App ab-Karim QASIM. 
WHILE THERE ARE VERY FEW CoMMUNISTS, OR SYMPATHIZERS » 
rn SAuprI ARABIA, THE MAJORITY OF THESE WHEN FOUND, ARE 
Hasawr SAUDIS, IN GENERAL, AND SHIITE YOUNG MEN IN 
PARTICULAR. ARAB NATIONALISM AND ARAB UNITY SEEM TO 
RE FAVORED BY THE HASAWII. 


Tue INDIVIDUAL HASAWI IS, GENERALLY, FRIENDLY 
TOWARDS THE FOREIGNERS, INCLUDING AMERICANS AND EUROPEANS. 
He SHOWS MORE READINESS THAN THE OTHER SAUDIS, TO ADAPT 
HIMSELF TO MODERN METHODS OF LIFE, TuTrs IS ESPECIALLY 
TRUE OF THE YOUNGER HASAWI GENERATION, JHEIR EVERY- 

DAY CONTACT WITH FOREIGNERS, ESPECIALLY WITH THE AMERICAN 
AND FOREIGN ARAB EMPLOYEES OF ARAMCO, AS WELL AS THEIR 
BEING INSTRUCTED IN SCHOOLS AND WORKSHOPS BY FOREIGNERS 
TENDS TO GIVE THEM HIGHER SOCIAL STANDARDS PHAN THE 
MAJORITY OF THEER FELLOW COUNTRYMEN, LITERACY AND 
EMPLOYMENT AMONG HASAWIS EQUALS THAT OF HIdAZI (MECCA, 
MepINA AND JIDDA AREA) AND PROBABLY IS WELL HIGHER THAN 
rr IS IN THE OTHER PARTS OF THE COUNTRY. 


8, Pepsonabitres: SInce AL-HAsA OASIS AREA rs 
PAR? OF THE EASTERN PROVINCE, AND THE LATTER'S CAPITAL 
ts DAMMAM,WHERE ALL THE HEADS OF THE VARIOUS GOVERNMENT 
DEPARTMENTS ARE LOCATED, THERE ARE NO GOVERNMENT OFFICIALS 
OF HIGH RANK, EXCEPT ITS AmIR, ASSIGNED AT ITS CAPITAL, 
AL-~HoFuF, ALL THE LOCAL GOVERNMENT AGENTS IN AL-HOFUF 
REPORT T0 ITS AMIR ABD AL-Mvysrn, [THE MOST PROMINENT 
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OF THESE ARE: | 


SuarkH IBRAHIM AL~ARFAJ, DIRECTOR OF THE MunicrPALITyY 


Con. ‘App AL-"Azrz AL'QWEISI, Drrector or AL-Hasa POLICE 


SHyary ‘App ALLAH rBN ‘ABD AL-MUHSIN AL-KAYYAL, CHIEF 
QADHI OF AL-HASA. 


B.H.H, AMIR 'ABD AL-MUHSIN IBN JALUWI, AMIR OF 
AL-HASA (REGION) IS ABOUT 35 YEARS OLD. He wAS BORN 
IN AL-~HOFUF AND HAD AN ELEMENTARY QURANIC EDUCATION, 
He IS. THE HALF-BROTHER OF Amrr SA'oup rBN 'aBD-fRLLAH 
ee ea sates “ncn eA Ueda heen SRP EI RITA TEPPER YOAUT # UATA MOD A EAN TTI AER AIT EASA. CE OGRE TTETER EATS m ai dl 
7BN JALUWI, HE IS CONSIDERED A MEMBER OF THE ROYAL 
FAMILY SINCE HIS GR#BXD-GRANDFATHER IS THE GREAD-GRAND- 
FATHER OF THE LATE Krwc ‘ABD AL'AzrIz. HE HAS BEEN IN 
HIS PRESENT POST SINCE I950. SomETIMES HE ACTS AS RULER 
OF THE EASTERN PROVINCE WHEN HIS BROTHER, SA'UD, LEAVES 
THE COUNTRY. He IS SOMEWHAT BETTER LIKED BY THE LOCAL 
PUBLIC THAN HIS BROTHER SA'UD AND THE LATTER'S SON, 
‘ABD AL-AZIZ, PROBABLY BECAUSE HE IS NEITHER AS "sprrr" 
on "RUTHLESS" AS HIS BROTHER, NOR AS IMPULSIVE AS HIS 
WePHEW, HE IS A RELATIVELY SOPHISTICATED, MQDERATELY- 
CULTIVATED SAUDI OFFICIAL. 


MA. disadey Ades 


Joun Evarts HORNER 
Amenrcan ConsvL GENERAL 
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IN UNCLASSIFIED | 


Kuwait al-Yom, No. 342 dated September 3, 1961 carried 
24 promulgating Kuwait's new Insurance Law. A 


The official gazette, 
forwarded to the Department as soon as it is 


the text of Amirie Decree No. 
translated copy of the text will be 


completed. 


esome of the provisions of the new law have to 


The most important and troubl 
do with company guarantees. The law requires that companies must 


deposit with the bank a sum of money or its 
shares and bonds or a mortgage approved b 
(of the Department of Finance and Economy 


equivalent in 
the President 
as follows: 


carries out the business of life insurance 


1. KD 45,0008 if it 
of capital funds or installment insurance, 


or the insurance 
or all of these; 


2. KD 22,500 in respect of other types of insurance. 


This requirement in Article 7 plus the related regulations covered in subsequent 
articles will have the effect of immobilizing relatively large amounts of the 

capital of those companies wishing to do nsurance business in Kuwait thereby 
restricting the number of those companies willing and able to dosd. 


L9LL-6/N0'V9es 


SL 
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The Kuwait authorities responsible for the law have been unwilling to- consider 


sive or the terms surrounding them un=- 


the level of the required reserves exces 

reasonable, Finance Department sources have suggested that the law is based on Cc 
an Iraqi insurance code and was pushed through the government on the basis of the os 
reasonable desire to curb the excessive number of charlatan companies which have 4 
oo Ramm, | 
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| been founded in Kuwait, A knowledgeable source has told the Consulate that no | 
discrimination was intended against American and British firms, which are © 
considered reliable; rather the law was against the small’ Arab (Lebanese) y 

Egyptian and Indian companies which have proliferated here, some of whom are 

known to have been unable to meet obligations as they arose. 


It appears, however, that the law was actively pushed by the Kuwaitis, who a; 
have invested in the Kuwait Insurance Company founded on August 14, 1960 (Condes 79), 
possibly with the deliberate intent to exclude foreign concerns and thereby 
extend to the insurance field the unique monopoly of Kuwaitis over the business 
and commerce of the state. 
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l. Royal Order Establishes Ministerial Changes 


z Several Saudi cabinet changes affecting financial and economic fields 
‘Pere made by Royal Order noe 13 of September 11. The changes included: 


Prince MUHAMMAD bin Saud, Minister of Defense and Aviation, 
entrusted also with the affairs of the Ministry of Finance 
and National Economy, replacing Prince TALAL bin ‘Abd al-tAziz, 
‘until a further order is issued". 


ae 


b - Shaikh tAbd Allah al-SAtAD promoted from Deputy Minister to 
Minister of Communications, replacing Prince BADR bin tAbd 


aletAzize 


Presidency of the Council of Ministers, entrusted also with 
the Ministry of Labor, Laborers and Social Affairs, replacing [> 
Prince FAISAL bin Turki(made ;thé!new Minister of Interior). ‘© 
res kedg OOPS oe ~~ 
pee ais ow 
The changes were made,in the wording of ‘the decree, "in accom ce with 
the requirements of the public interest for making an adjustment ab " 
put have not been otherwise pub LidlySexplaingd. 9 


c «- Sayyid Nasir al-MANQUR, Minister of State for Affairs of the | 
| 


uO 


oc 
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of the contract of Harold FOLK, an experienced IBRD economist, as Chief | 
Expert of the Supreme Planning Boards This board has been charged with 
responsibility for planning Saudi Arabia's economic development since its 
formation in December 1960 as an outgrowth of the former Economic Development 
Committees The press announcement added that Mre Folk was now delegated by 

the Saudi Government to proceed to Europe and the United States for the purpose 
of recruiting necessary technicians and advisers for the Supreme Planning Board 
and for some of the ministries. Mr. Folk's first experience in Saudi Arabia 
was in 1960 when he headed the IBRD economic survey team whose visit led to 
preparation of a general economic report which has become one of the bases for 
the country's development planning. 


END UNCLASSIFIED 
BEGIN CONFIDENTIAL 


Mr. Folk told Ambassador HART in Riyadh on September 6 that one of his 
missions in the United States was to seek a revival of the United States 
Technical Assistance Program to Saudi Arabia, a program which lapsed after a 
short existence in 1953-1954. He added that in as much as mutual trust and 
confidence between high-level Saudi officials and himself were imperative, 
he had resigned his position on the IBRD staff (Emb A-51, Sept. 9)- 

” : 
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f 
3.._-Saudi Arabian Airlines Purchases Jet Aircraft 


Saudi Arabian Airlines (SDI) announced the purchase of two Boeing 720B 
jet aircraft and stated that the two planes would be delivered to the airline 
in January 1962 and would be operating on the airline's routes the following 
month, The announcement noted that SDI would be the first commercial airline 
in the Middle East to introduce the Boeing 720. The capacity of this aircraft 
was stated to be 109 passengers in combination first/tourist class accommodations, 
or 149 passengers in tourist class only. The announcement added that the 
two planes were considered a nucleus around which, in time, a complete jet 
aircraft fleet would be obtained. 


During the same week, a BBC announcement heard in Jidda reported that 
the deHavilland Company had sold a Comet 4eC to King SAUD and was fitting it 
with special interior facilities prior to delivery in late 1961. This 
announcement tended to confirm several reports that had reached the E_bassy 
during August concerning such an acquisition by the King. According to these 
reports, the deHavilland contract includes not only xxmexuxke the sale of the 
aircraft itself but the supply of a crew, spare parts, and required maintenance 
facilities for the Comet. If this proves to be the case, SDI apparently will 
have no responsibility for operating the Comet (Emb A~49 and A=50, Septe 9). 


4, Aramco Production Increases in August 


Crude oil production by the Arabian American Oil Company (Aramco) averaged | 
1,355,188 barrels per day during Auguste This was nearly 6 per cent more than 
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July production. The company's average daily output of crude oil for the | 


first eight months of 1961 was 1,384,282 barrels per day, representing a | 
production increase of 14.5 per cent over the same period of 1960. 


Ras Tanura refinery throughput was 243,116 barrels per day during August, 
which brought the average throughput for the year to date to 247,081 barrels 
per day. This represents an increase of 12 per cent over the 1960 eight-month 
refinery runo 


5e Aramco Resumes Exploration in Rubt al-Khali 


Two Aramco structure drill parties and two seismograph parties left Dhahran 
August 28 to resume the company's oil exploration activities in the Rub! al-Khali. 
The parties will be operating in the area south of al-Ubailah, where they were 
working before the annual summer cessation of exploration activities. 


66 Aramco Inaugurates Refrigerated LPG Plant 


The Ras Tanura terminal refrigerated liquified petroleum gas (LPG) plant 
began start-up procedures on August 27 and was on full stream myx by the first 
week of September. This Aramco plant is the first in the Middle East to make 
liquid propane and butane gas available in refrigerated form for offshore salee 
The project was completed at a cost of $7.5 million and includes facilities 
for producing 4,000 barrels of propane and butane each dayo 


The initial export shipment from the new plant is scheduled for October 
or November. Offtaking tankers will be able to take delivery of their choice 
of either propane or butane, or a mixture of both in any proportion desired, 
from the north pier at Ras Tanurae 


7. Hijaz Railway Repair Contract May Go to Saudi-Japanese Combine 


A Jidda press report on September 2 stated that the Hijaz Railway repair 
contract had been won by a combination offer from Mohamed BIN LADIN, a well- 
known Saudi contractor, and an unnamed Japanese company. The article added 
that the repair work would begin in November, 1961 and that the line would be 
changed to the standard international gauge. 


Investigation has shown that this report.was premature, since there is no 
indication from Damascus, where the trienation railway committee meets, that 
it has yet made its decision. Most Jidda observers are certain, however, that 
it is only a matter of time before the bin Ladin-Japanese combine receives 
the awarde 


8. Saudi Arabian Monetary Agency Gold Assets Increased 


The latest bi-weekly monetary statement of the Saudi Arabian Monetary 
Agency (SAMA) shows that SAMAts gold assets rose to SR 294 million on 
August 33 This was an increase of about SR 56 million from the figure of two 
weeks earlier, and indicates that SAMA had received shipment of half of the 
additional gold stock it purchased recently from the Federal Reserve (Bank of 
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New Yorks When the remaining half arrives, the cover for Saudi Arabia's | 
currency will be approximately 50 per cent in the form of gold with the 
balance held in currency readily convertible into gold (Embdes 46, August 12). 


official SAMA statistics show that currency in circulation within Saudi 
Arabia has remained fairly constant since the May-June pilgrimage season at 
between SR 655 and 665 million. This average is 10-15 per cent higher than that 
during most of 1960, an indication of the modest improvement in local commercial 
and economic activity during this year. Despite this, retail and wholesale 
prices have shown little change over the past 18 months. 
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TRANSMITTED HEREWITH IS THE AucustT MARKET REPDET 
OF tHE DAMMAM BRANCH OF THE NETHERLANDS TRADING. SOCIETY 
TO THE BANK'S HOME OFFICE. THIS REPORT IS SUPPLIED BY 
THE BANK MANAGER TO THE CONSULATE GENERAL ON A 
CONFIDENTIAL BASIS AND SHOULD BE TREATED AS OFFICIAL Use 
ONLY. 


SUMMARY OF REPORT 


INCOMING SHIPMENTS LOWERED THE PRICE OF A NUMBER 
OF COMMODITIES. HOWEVER, CEMENT IS SPILL IN FAIRLY 
SHORT SUPPLY BECAUSE IMPORTERS EXPECT THE SAUDI CEMENT 
a COMPANY TO BEGIN PRODUCTION SHORTLY. (DurING A VISIT 
\ 
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T0 THE PLANT THE ConsuL GENERAL LEARNED THAT THE DELAY 
IN BEGINNING PRODUCTION HAS BEEN CAUSED BY DIFFICULTY 
IN FINDING CERTAIN KEY EMPLOYEES KNOWN AS "BURNERS". 
JORDAN REFUSED EXIT VISAS TO THOSE ORIGINALLY ENGAGED 
AND THE SAUDI FIRM IS NOW RECRUITING IN PAKISTAN. 


CAL EQUIPMENT IMPORTED INTO SAUDI ARABIA MAKES SMUGGLING 
VERY PROFITABLE AND LOCAL MERCHANTS HAVE COMPLAINED OF 
THE COMPETITION. eee 


) 
\ 
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a » THE VERY HIGH DUTY ON CIGARETTES AND SMALL ELECTRI- 


, Aramco'S DAILY PRopucTron Rose To I,355,I88 BaRRELS 
PER DAY DURING AucUST. THE comMPANY'S WORKWEEK WAS=CUT | 
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| 22,670 TONS OF CARGO WERE OFFLOADED AT DAMMAM 
PORT BETWEEN Juty IS anv Aucust I2, TweEnTy-NINE 
SHIPS DISCHARGED CARGO DURING THE MONTH. 


Krug Satup openep Krnc Appuyt Azrz porr Aucusr I6, 


THE CouncrL OF MINISTERS APPROPRIATED TWENTY 
MILLION RIYALS FOR THE OPERATION OF DHAHRAN AIRFIELD. 


STEPS TO COMBAT UNEMPLOYMENT WERE ANNOUNCED AFTER 


THE visriT oF Prrnce Farsat Bin TURKI, Mrnrsrer or LABor 
AND SocraL AFFAIRS. 


WALTER M, MCCLELLAND 
AMERICAN ConsvuL 
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EXCHANGE 


Tye U.S. DOLLAR RATE, REMAINING AT 4,50, STERLING 
QUICKLY ROSE FROM 72.57 to I2.635, wITH NO SELLERS IN 
THE MARKET, THE LEBANESE POUND‘ATE CONTINUES TO RISE 
AND CLOSED Av [49 as acatnsT [47Z aT THE END OF JULY. 
BROKERS WERE BUYING BAHRAIN RUPEES AT 94.20, AND 
SELLING AT 98.50 av THE END OF THE MONTH. 


TRADE 


AS SOME LARGE SHIPMENTS OF SIAMESE RICE ARRIVED, 
PRICES DROPPED, HOWEVER QUOTATIONS FOR PAKISTAN RICE 
REMAINED UNCHANGED DUE TO SHORT SUPPLIES, A con- 
SIDERABLE AMOUNT OF POLISH SUGAR ARRIVED AND DEPRESSED 
PRICES. 


CEMENT REMAINS SCARCE AS IMPORTERS ARE RELUCTANT 
TO COMMIT THEMSELVES, EXPECTING THE Saupr Cement Co, 
av HOFUF 70 DELIVER CEMENT FOR THE FIRST TIME SHORTLY. 
SOME SMALL QUANTITIES WERE IMPORTED FROM IRAQ. 


IMPORTERS OF CIGARETTES AND SMALL ELECTRICAL 
EQUIPMENT COMPLAINED TO THE GOVERNMENT THAT SMUGGLING 
rrom KuwaAIT AND QATAR MADE COMPETITION VERY DIFFICULT 
FOR THEM, THE LOCAL DUTY ON CIGARETTES BEING 180% 

As AGAINST max, I0% rn KuwartT AND QATAR. 


QuoTATIONS OF VARIOUS COMMODITIES WERE AS FOLLOWS: - 
May Junge Junty Auvcust 
Froun (Amenrcan)(pEr £00 bps )Rus. 16.50 14,50 15.50 13.50 
Rree (pen 100 wes) @ 5I.- 54.- 56.- 54,50 
Sucarn (PorrsH) (per 100 kes) " 60.- 60.- 60.- oe 
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COFFEE (per I68 tas) Rus. 330. - 350. - ~ - 
TEA ( per 25 pps) " 73.- 75.- 75.- 74.- 
IRon BARS (pen [000 xcs) " 640.- 640.- 660.- 640. - 
Cement (IraQ)(PER [00 pacs) " 525,.- 550.- 600.- 575.- 


OTL PRODUCTION 


Tue ARAMCO OIL PRODUCTION IN AUGUST AMOUNTED TO 
42,0I0.8I5 BARRELS (or 5.601.442.) mETRIC TONS) AGAINST 
39.707.269 BARRELS IN JULY. THE AVERAGE DAILY PRODUCTION 
ROSE From I.280.880 BARRELS A DAY IN JULY TO T.355.I88 BARRELS 
PER DAY IN AUGUST, 


As From SepremBer Ist THE ARAMCO'S WORK WEEK HAS 
BEEN CHANGED T0 A FIVE-DAY 40 HOUR WORK WEEK, THE COMPANY 
BEING CLOSED ON THURSDAYS AND Fripays, THE PREVIOUS SCHEDULE 
was 42 HOURS AND ING UDED ONE WORK THURSDAY EVERY FOUR WEEKS. 


SHIPPING 


Durrnc THE MonTH oF SaFraR (13/7 - 12/8) 22.870 rons 
OF CARGO WERE DISCHARGED AT THE DAMMAM PORT, WHICH WERE 
SPECIFIED AS FOLLOWS? 


32 TONS CEMENT 804I tons SUNDRY GOODS 
6I Tons TIMBER T2I8 rons RICE 
7628 TONS PIPES AND IRON 296I Tons FLOUR 


205 TONS CARS AND MACHINES I358 TONS WHEAT 


THIRTY ONE SHIPS ARRIVED DURING THE MONTH OF WHICH 
29 DISCHARGED THEIR CARGO. AT THE END OF THE MONTH FOUR 
SHIPS REMAINED WAITING FOR THEIR DISCHARGE TURN. 


GENERAL? 


On Aucusr I6 H.M. Krwc SAUD Brn ABD AL AZIZ OPENED 
THE EXTENSION T0 THE NEW Krncg ABD AL-AZIZ PoRT. THIS EX- 
PANSION INCREASES THE CAPACITY OF THE PORT FROM TWO TO SIX 
OCEAN GOING SHIPS. THE UNITED STATES MADE AVAILABLE A GRANT 
or $20,000,000 FoR THE BUILDING OF THE NEW PORT FACILITIES. 


THE NEW PIER FACILITIES ARE SITUATED ON A 700- 
Foor BY 2,000-FrooT, MAN-MADE ISLAND, JUTTING OFF FROM THE 
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RIGHT HAND SIDE OF THE EXISTING SEVEN-MILE CAUSEWAY AND 
TRESTLE AT A POINT SIX MILES OUT IN THE GutF. A TURNING 
BASIN 2,300-FEET WIDE HAS BEEN DREDCED TO A MINIMUM DEPTH 

or 30 FEET TO ACCOMMODATE SHIPS APPROACHING OR LEAVING A 
BERTH ALONG THE 2,000-FrooT LONG STEEL AND CONCRETE QUAY WALL. 
Over 2,000,000 cuBICc YARDS OF SAND FILL WER& HYDRAULICALLY 
PUMPED FROM THE TURNING BASIN INTO THE WHARF AREA TO BRING 

rr up To [4 FEET ABOVE THE WATER'S LEVEL. OVER I, 000, 000 
CUBIC YARDS OF ROCK WERE EXCAVATED FROM THE ROCK QUARRY 
TWO-AND-HALF MILES INLAND FOR THE CONSTRUCTION OF THE 

ROCK EMBANKMENTS FOR THE CAUSEWAY AND WHARF. THE EXISTING 
CAUSEWAY FOR THE ORIGINAL PORT FACILITIES WAS EXTENDED ONE 
MILE ALONG THE TWO-MILE RAILROAD TRESTLE LEADING OUT TO THE 
END OF THE PIER. THE CAUSEWAY NOW TERMINATES AT THE NEW 

PORT FACILITIES. NEW FACILITIES ON THE WHARF INCLUDE 

EIGHT ELECTRIC PORTAL CRANES, WITH A LIFTING CAPACITY OF 
THREE TONS EACH. THESE ARE SITUATED ON A WIDE-GANGE TRACK 
RUNNING ALONG THE QUAY WALL, AND THEY CAN MOVE BACK AND FORTH 
ALONG THE TRACK WHEREVER THEY ARE NEEDED FOR UNLOADING @R 
LOADING CARGO. THE GIANT CRANES, BUILT pyY M.A.N. oF Hampure, 
GERMANY, STRADDLE, ON HIGH STILT-LIKE LEGS THE SAUDI ARAB 
GOVERNMENT RAILROAD SPUR WHICH ALSO RUNS ALONG THE QUAY WALL 
BETWEEN THE CRANE TRACKS. THREE ADDITIONAL SPURS FOR USE 

AS SIDINGS ARE SPACED ACROSS THE WHARF, THE ADMINISTRATION 
BUILDING FOR PORT OPERATION IS LOCATED AT THE CAUSEWAY 
ENTRANCE TO THE WHARF, FOUR WAREHOUSES, THE CORNERSTONE FOR 
wHICH wAS LAID BY H.M. Krve Sa'up DURING THE CEREMONIES MARK~- 
ING THE OPENING OF THE PORT, WILL BE CONSTRUCTED ALONG 

tHE &,000 Foot LENGTH OF THE QUAY WALL. 


Most MEMBERS OF THE CABINET, THE ENTIRE CORPS 
DIPLOMATIQUE FROM DJEDDAH, INCLUDING 25 AMBASSADORS, AND 
MANY MEMBERS OF THE ROYAL FAMILY ATTENDED THE CEREMONY. 


THREE COMMEMORATIVE STAMPS WERE ISSUED ON THE 
OCCASION. 


Tue CouncrL oF MINISTERS APPROPRIATED AN AMOUNT 
or Rus. 20 MILLION FOR THE COST OF OPERATING THE DHAHRAN 
AIRFIELD, WHEN A TAKEOVER WILL BE EFFECTED IN APRIL 1962. 
Ir r8 AS YET UNKNOWN WHO WILL CONTROL OPERATIONS AS FROM THAT 


TIME. 
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H.R.H. Prrnce FarsaL BIN TuRKI THE MINISTER OF 
LABOUR AND SOCIAL AFFAIRS PAID A LONG VISIT TO THE 
BASTERN PROVINCE TO STUDY UNEMPLOYMENT THERE. THE 
LapouR OFFICE ANNOUNCED LATER THAT THE WORKING OF 
OVERTIME WAS PROHIBITED, MOREOVER THE PERCENTAGE 
or Saupr'S TO BE EMPLOYED BY ANY COMPANY HERE WAS 
RAISED T0 70%, THE OTHER 30% BEING FOREIGNERS AND 
THOSE ARABS WHO ARE TO BE TREATED AS EQUAL TO Saupr's 
(Baurarnis, Omawrs, Kuwarris, ETC.)« 
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Zz TABLE OF CONPENTS Aumaceus-l by idacl-Y : 
Metruk -/ Z aw / 
1. New Minister of Finance and National Economy Cavree--! Trigthe-1 
2, Saudis Delay Payment for Jets Qaley -1 Taffy 
3. Possible Takeover of Aramco Bulk Plant Lindon -l i 
4. Draft Companies Law Arouses Opposition ] 
5. Developments in Cement Industry A Sartotun "4 
6. Saudi Contribution to Hejaz Railway Project Feat -/ 
7, Chamber of Commerce Established in Riyadh 
8. Yenbu! Port Bids Opened 
“ 9, Municipal Improvements in Jidda 
BEGIN UNCLASSIFIED 
1. New Minister of Finance and National Economy . 
Royal order number 15, dated September 16, appointed Prince NAWWAF bin 
‘Abd al-'Aziz Minister of Finance and National Economy. On the same day, 
the King addressed a letter to Nawwaf in which he authorized Nawwaf to act 
for him as the chairman of the Supreme Planning Board, This brings to an 
end the five-day tenure of Prince MUHAMMAD bin Saud as Minister of Tinance, 
who had been named on September 11 to replace temporarily the former in= 


2 


. cumbent Prince TALAL bin 'Abd al-'Aziz. 


END UNCLASSIFIED 
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The appointment of Nawwaf apparently marks the end of the cabinet 
crisis, although few observers anticipate that the tenure of the Neyer 
appointees will be a lengthy one. The new appointments have generd&€ed some 
speculation that Harold FOLK, recently awarded the pest of Chief Expert of 


the Supreme Planning Board, may experience, considerabledifficul ty in 
carrying out his responsibilitiese. Folk) ‘an'éitperienced IBRD econgyistZWho 
headed last year's IBRD survey, is the focus of “aspirations on the,part;pf 
many progressive. leaders that Saudi Arabia will at last embark on & we 


organized development program. He is widely(regarded’! However , aggpeing 


. in Prince Talal's corner, a rather sensitive spot at this juncture 
| moe oy 7 RY lof 
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‘The business community is generally favorably disposed toward Nawwaf, but | 
does not expect to see him employ a firm hand at the fiscal helm. ‘the most 
frequent comment heard is that the King's raids on the treasury will occur more 
frequently. 


2. Saudis Delay Payment for Jets 


Although the Saudi Arabian Government had signed a contract on August 29 for 
the purchase of two 720B jet aircraft from Boeing, the agreed one-third down pay- 
ment of %3,510,800 had not been paid as of September 25. Boeing representatives, 
ag well as TWA and United Aircraft (Pratt and Whitney), which were associated in 
the supplemental contracts to supply spare parts and gervices, reportedly con- 
sidered the delay a serious matter, especially since the agreed date of payment 
had been September 1. 


The acting head of the Saudi Arabian Wonetary Agency (SAMA) informed the 
Embassy on. September 26 that the payment would be made that day. He and other 
informed sources in civil aviation circles explained that the red tape charac= 
teristic of the lower levels of the Ministry of Defense and Aviation and the 
Ministry of Finance had been especially successful on this occasion in retarding 
the infamously sluggish pace of Saudi officialdom, At the same time, these 

_ authorities implied that the ‘hard sell", desk-pounding tactics of certain Boeing 
negotiators had left a residue of resentment, which may have made its contribution 
to the delay. 


. 
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3. Possible Takeover of Aramco Bulk Plant 


An official of the Saudi Arabian Refining Company (SARCO) predicted that the 
Council of Ministers would this week announce its decision permitting the transfer 
of the Aremco bulk plant in Jidda to SARCO, ‘fhe decision, he noted, would not be 
in the form of a royal decree. This prediction appears to contradict indications 
that Minister of Petroleum TARAIQI recently has been less than enthusiastic about 
the idea, which involves not only establishment of a petroleum distribution 
organization but also the possible construction of a refinery. Furthermore, 
strong doubts exist about the present extent of financial backing for the company. 


In the meantime, the Embassy has learned that Dr. Ahmad FAHIM, the Director 
General of SARCO, will shortly be visiting the United States. If this minis- 
terial decision is as imminent as was predicted, one of the purposes of Fahim's 
trip might be to contact John MECOM's representatives with regard to the sale of 
petroleum products from the bulk plant to Yemeni customers, by means of a MECOM 
distributing organization. Fahim earlier this year alleged that the idea had 
intrigued Mecome 


“6 


A. Draft Companies Law Arouses Opposition 


A series of meetings have taken place throughout the country during the past 
few weeks under the auspices of the Supreme Planning Board to: stimilate comments | 
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on the latest draft of the law on companies. A wealth of complaints and out- 
eee reservations has been harvested, although Dr. Muhammad Kamal HAROUNI, 

Dean of the College of Commerce at Cairo University, defended the proposed 

regulations with able, eloquent explanations. ‘The larger companies are especially 
opposed to regulations giving small shareholders a disproportionately large vote. 

Under this system, the usual combination of large shareholders holding 51 percent 

of stocks theoretically could be outvoted by the mass of small shareholders, 

The traditionalists object strongly to the assumption of quasi-judicial authority 

by the proposed Department of Companies which, they maintain, would undercut and 

degrade shari'a laws, the obscurities of which have in the past worked to the 

advantage of many businessmen owing money. Finally, most groups resent to some 

degree what they regard as an attempt to model regulations after UAR law. 

Dr. Harouni has returned to Cairo to reflect on the reactions obtained. No govern»... 
mental action is anticipated for the immediate future. 
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5. Developments in Cement Industry 


The Arab Cement Company, Ltd., of Jidda, the first such plant built in Saudi 
Arabia, surprised many observers by declaring a dividend for the first time while 
announcing a profit of nearly 2.7 million riyals for the Muslim year 1380 ending 
in June. Substantial losses had been sustained in the previous two years. 
Moderate expansion reportedly is now being considered. 


Meanwhile, the Saudi Yamameh Cement Company of Riyadh offered 49 percent 
of its shares to the public, announcing that the capitalization of the company 
would total 25 million riyals. The founders, who include many of the royal 
family, will keep 51 percent of the shares. Actual erection of a largely German= 
equipped plant will begin before the end of the year, unless difficulties occur 
in obtaining subscriptions for the offering. 


6. Saudi Contribution to Hejaz Railway Project 


The press reported that the Saudi representatives at the last meeting in 
Damascus of the tripartite planning committee for the Hejaz Railway had offered, 
on behalf of King SAUD, two million Syrian pounds as the initial Saudi share in 
instituting actual work next November, 


7. Chamber of Commerce Established in Riyadh 


The Council of Ministers on September 17 approved the establishment of a 
Chamber of Commerce in Riyadh, reportedly in response to a petition made by an 
organization of bankers and businessmen that has been operating informally for 
some time. 
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On September 14, the Minister of Communicetions personally opened the bids 
offered by ten Arab, American and European firms for construction of the port of 
Yenbu! in the presence of representatives from each company. No decision was 


made and the matter was referred to a technical committee. 


According to one 


participant, the tender will probably be awarded to a Dutch combine which bid 
11.8 million riyals, although Radio Mecca said that the low bid was 9.5 million 
riyals. Raymond International reportedly bid 15 million riyals and made a very 
impressive presentation which may result in extensive future business. 
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9, himicipal Imorovements in Jidda 


Even the casual observer of the Jidda scene would be impressed with the series 


of civic improvements recently initiated under the ausp 


ices of the energetic Mayor, 


‘Abd Allah QASABI. These include the planting of trees on all main thoroughfares, 


an operation which requires considerable effort owing 
combined with the avaricious appetites of the extensive goa 


to the scarcity of water 
t population. ‘the 


erection of new electric stop signs as well as directional and informational signs 


based on the Buropean pictorial models has helped pro 


duce an aura of efficiency 


around the chaotic traffic patterns of this city. Work has just begun on a new 
municipal water system, principally in the form of newly-dug ditches laid across 


secondary roads, which, according to certain pruised vic 
trap the unsuspecting motorist in the Saudi version of th 


tims, were designed to 
e Uganda elephant trap. 


4n Austrian engineer recently assigned as consultant on this water project 


reportedly has been accomplishing wonders by working 
and encouraging his Sandi colleagues to do likewise. 
again be the sames 
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In brief, Jidda will never 
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AN ARTICLE IN THE BEIRUT DAILY, AL-~NAHAR, OF 
Aveust &, I96I, cLbarmMED THAT THE BRITISH GOVERNMENT 
AND THE SHAIKHS OF THE PERSIAN GULF HAD APPROVED THE 
ESTABLISHMENT OF A "DEVELOPMENT FUND FOR THE AMIRATES 
AND SHAIKHDOMS OF THE GULF" TO BE FINANCED BY THE 
OIL-RICH STATES FOR THE BENEFIT OF THOSE NOT SO FAVORED. 
Accornpine To Ma. Perer Tripp, COMMERCIAL OFFICER OF 
vie BRITISH POLITICAL RESIDENCY, BAHRAIN, SUCH A PLAN, 
WHILE FAVORED BY THE BRITISH, IS NOT UNDER ACTIVE 
CONSIDERATION BECAUSE OF THE OPPOSITION OF THE OIL ~~ 
RICH STATES. EVEN ON A MORE LOCAL SCALE, IT APPEARS 
cHAT SHAIKH SHAKHBUT, RULER OF ABU DHABI, HAS NO 
INTENTION OF CONTRIBUTING TO THE TRUCIAL STATES 
DEVELOPMENT FUND DESPITE HIS ONE TIME STATEMENT TO 
THE CONTRARY (ConGen DesparcH SOI, June I, I96I). 
Me. TRIPP, USING SHAIKH SHAKHBUT'S BROTHER, SHAIKH ZAID, 
AS HIS AUTHORITY, QUOTES THE RULER AS SAYING, "TI wIbb 
GIVE AS MUCH TO THE DEVELOPMENT OF OTHER STATES AS WAS 
GIVEN T0 ME BY OIL-RICH STATES BEFORE OIL WAS DIS~ 
COVERED HERE;" THAT AMOUNTS TO PRECISELY NOTHING. 
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ON THE OTHER HAND; ACCORDING TO Mn. Tarpp, SHAIKH 
SHAKHBUT DID MAKE A CONTRIBUTION TO THE RuLteR oF 
AJMAN IN THE NOT-T00-DISTANT PAST AND IT Is nor 
IMPOSSIBLE THAT HE MIGHT DECIDE TO DO THE SAME FOR 
ANOTHER SHAIKH WHEN SUCH A MOVE IS IN HIS DIRECT 
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BEGIN UNCLASSIFIED 
1. ‘Yanbu! Port Development Contract Awarded 


tthe Minister of Communications on October 2 signed a.contract for the 
Yanbu! port development projeot with the Arabien-Italian Engineering and 
Contracting Company. This firm is 4. joint venture formed by the al-Haj 
‘Abd Allah 'Ali Rida Company of Saudi Arabia: (better known as Haji Abdullah 
Ali Reza Company) and SILM (Societa Italiana Lavori Maritimi) of Italy. 


It may be joined in this project by the Royal Dutch Maritime Works Company. 


The contract, which totals SR 9,982,090 ($2,218,242) calls for the con- 
struction of concrete block quay walls and the dredging of a basin to a 
depth of ten meters, which would permit the accommodation of two passenger 
or three cargo steamers. Certain ancillary facilities are also included 
in the contract. 


Yanbu! is located on the Red Sea roughly 200 miles north of Jidda. 


. Its importance lies in its proximity to Medina, one of the holy cities of 


Islam and the most importent trading center of the area, to whigh it is | 


connected by a modern highway 245 kilonetéxs in gth. Propopgnts of 
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The construction work is scheduled to be completed within two years. , | 


2, Five Road Projects Planned 


According to press reports, the Council of Ministers on October 8 decided 
that five new road projects on which studies within the Ministry of Communica~ 
tions had been canpleted should be offered for public bidding at the earliest 
possible moment. These projects aret (1) A 407-kilometer-long road running 
northwest from Riyadh to connect the capital with the important al-Qasiin 
area; (2) The last stage of the Riyadh-Ta'if road stretching 539 kilometers 
between ad-Dawadmi and al-Hawiyya which, when it and earlier stages are com~ 
pleted, will form a great trans-peninsular highway running from Jidda, on the 
Red Sea, to Dammam, on the Arabian (Persian) Gulf; (3) A 199-kilometer-long 
road roughly parallel to (1) above joining Baraida to Khuf on the Riyadh-Ta'if 
highway; (4) A 115-kilometer-long road from Mecca to the Red Sea coast which 
branches north from the existing lMiecca-Jidda road, proceeding through Wadi 
Patima and Wadi Khaliif to connect with the Jidda-iedina road between Tuul 
and al-Qadiima; and (5) the Qatiif-al-Jubail road, approximately 60 kilometers 
in length, along the Arabian Gulf coastline. 


3, ARAMCO Executive Reshuffle 


Following its board meeting October 9, ARAMCO announced the resignation 
of Mr. N. Hardy as Chaiman of the Board and chief executive officer effective 
. December 31, 1961. Mr. T. C. Barger will remain President and will assume 
i the added duties as chief executive officer on December 1. Hardy had been the 
chief executive officer during his presidency and retained that function during 
his tenure as Chairman of the Board, The function now returns to the President. 
Two new positions have been created, namely, two senior vice-presidencies, 
to be filled by Mr. Paul Arnot (now Vice-President in Charge of Operations) 


and hir., Robert Brougham (now Vice-President in Charge of Government Relations). 
END UNCLASSIFIED 


BEGIN CONFIDENTIAL 


4. Management Dhahran Civil Airport 


The recently appointed Director of the Dhahran Civil Airport, ‘Abd al-tAziz 
al-Chain, informed the American Consul General in Dhahran that the Government 
had agreed “in principle to award the management contract for the Dhahran 
airfield to.Vinnell Corporation of Van Nuys, California, one of the six bidders. 
He added that a favorable decision of the Council of Ministers was expected 
at any moment because of: (1) the low bid made by Vinnell and (2) its 
familiarity with the airport operation through having performed the same 
function under contract with the U.S. Air Force. It was also likely, according 
to the Director, that Vinnell would be given @ separate management contract 
for operating the air terminal. The two contracts might be merged at a later 
date. 
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5. Isbrandtsen Mobile Trade Fair Expected in Jidda 


he fourth contingent of the Isbrandtsen Mobile Trade Fair will be 
exhibited in Jidda at the end of October or the beginning of November, 1961. 
This exhibit will include industrial machinery. Previous exhibits have 
enjoyed a good public response. 


6, ARAMCO Plans Offshore Seismological Exploration 


ARAMCO has announced that a specially designed and equipped vessel oper- 
ated by Geophysical Services will begin offshore seismological explorations 
of the offshore areas of the ARAMCO concession during the latter part of this 
year. During the two-month period which is contemplated, more detailed 
information will be provided on underwater structures in the offshore con- 
cession than had previously been acquired through geophysical means. 


Te Geophysical Survey of Mineral Resources Planned 


the Ministry of Petroleum and Mineral Resources has been moving rapidly 
ahead with a well-organized investigation into the mineral resources of the 
Kingdom. A number of geologists and geophysicists are in the field and 
more experts are being recruited. Meanwhile, a contract has been signed 
with Hunting Surveys, Ltd., of Canada, for aerial surveys of areas with 
minerals potential. This firm is scheduled to begin work in November. 
According to sources within the Ministry, 4 comprehensive program, incorpor- 
ating inter alia land and aerial surveys, may require more than four years 
to complete. 7 
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1. Saudis Participate in Area Petroleum Meetin S : 
© ae 

The Third Arab League Petrolewm Congress in Alexandria. fran’ ae 


October 17-21 did not appear to stimulate much interest in Jidda, but Hie ere 
Congress's final statement was given front page coverage in same papers. & 4 
Local news media. did not play up the roles played at the Congress by the © 

Saudi Government delegates, who were led by Petroleum Minister Shaikh ‘e 
Abdullah al-TARIKI, or the Aramco delegates: headed by Senior Vice President \ 
R. I. BROUGHAM. At the conclusion of the Congress, a. group of five 

Venezuelan oil officials headed by the Minister of Petroleum Perez. ALFONZO 

paid a brief visit to ee where their schedule included a cal} on 
. King Saud. 


It was snnowaced that Tariki would personally head the Saudi delegation 
to the conferenoe of the Organization of Oil’ Exporting Countries (OPEC) 
at Tehran on October 28, Rounding out the delegation will be the following 
members of the Petroleum Ministry: Hisham NAZIR, Director of General | 
perry Fahd al-KHAYYAL, Economic Expert; Dr. ‘Atif SULAIMAN and ‘Omar 

s-SAQAA, Legal Advisors. The press. stated ithat Traq would not take part 
in the Tehran Conferenoe because of: ‘thd gappiorpeiin of Kuwait. 
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| 2, Aramco Production increases Substantially in September | 


Crude oil production by Aramco averaged 1,468,339 barrels per day during 
September, for an 8 per cent increase over August production. The company's 
average daily output of crude oil for the first nine months of 1961 was 
1,393,519 barrels, representing a. production increase of 15 per cent over the 
same period of 1960. 


Ras Tanura refinery throughput was 237,527 barrels per day during September, 
which brought the average throughput for the year to date to 246,031 barrels 
per day. This represents an increase of 10 per cent over the 1960 nine-month 
refinery run. 


3, Arabian Oil Company Finds Two Additional Wells 


The (Japanese) Arabian Oil Company has announced the discovery of two 
more potential producing wells in its offshore Neutral Zone concession. These 
were identified as No. 15-A and No. 21, rated at 6,612: and 5,160 barrels per 
day respectively. Of the company's 21 completed wells, eight have been brought 
into active production and about 30,000 barrels per day of crude oil are 
being exported at the present time. 


4. Minister of Health Added _to Supreme Planning Board 


By a royal decree of October 25, 1961 the Seudi Minister of Health, 

Dr. Hasan NASIF, was granted membership in the Supreme Planning Board. This 
organization, which has been charged with responsibility for directing the 
country's economic development since December 1960, already counted among 
its members the Ministers of Finance, Communications, Petroleum, Commerce and 
‘Agriculture, under the chairmanship of the Prime Minister. Mr. Harold FOLK, 
IBRD-experienced head of the Planning Board's administrative and technical 
staff, is presently in the United States on a personnel recruitment trip. 


Comment: The Planning Board appears: to have gained steadily in prestige 
and power during the past ten months, which is not surprising considering the 
presence in its membership of several of the most active. cabinet ministers. 
The filling of its staff complement has not proceeded rapidly, however, and 
the Board may be hard-pressed to spend by the end of the current Saudi fiscal 
year in early December the considerable sums allotted it under the present 
budget. 


5. Wadi Jizan Agricultural Development Plans Advance 


The Minister of Agrioulture, acting under specific authority of the Council 
of Ministers, signed an agreement related to the Wadi Jizan irrigation project, 
which calls for the execution, with FAO and UN Special Fund assistance, of 
water development works in the extreme southwestern corner of Saudi Arabia. 
Designated representatives of the two UN organizations signed with the Minister 
on October 24. No details of the provisions and terms of the document have 
been announced, but according to the press the next step will be the early | 
arrival of technicians and equipment for the project. 
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Comment: Presumably this agreement is directly connected with the Supreme | 
Plaming Board's approva} in August 1961 of the expenditure of SR 844,000 ~ to 


carry forward agricultural and water resources studies in the Jizan area, and 
to the earlier announcement that the UN Special Fund would participate in the 
project. Construction is scheduled to begin in 1962 of the first of a. series 
of thirteen dams, mostly of quite small proportions, planned for the Jizan 
district--regarded as the country's most fertile apricultural area. 


6, Saudi Government may Invest in Arab Potash Company of Jordan 


A. group of Saudi government officials representing the ministries of 
Finance, Petroleum, and Commerce, and the Supreme Planning Board recently visited 
Jordan to assess the technical, administrative and financial status of the Arab 
Potash Company. Soon after the delegation’ return considerable publicity was 
given to the matter in local papers. From the information available it would 
appear that the Saudi Goverrment is seriously considering participation in the 
Jordanian firm's capital. The press mentioned that the Saudi Minister in 
Amman already was "the Saudi representative on the company's board of directors" 
(Hmbdes 106, October 18, 1961). 


7. KIM Suspends Weekly Service to Jidda 


Jiada lost its only direct commercial airline connection with Europe via 
a major international airline when KIM (Royal Dutch Airlines) announced that 
Jidda would be dropped fran its weekly Electra service linking Cairo-Ankara- 
Istanbul-Vienna~Amsterdam. The last flight was on October 24, just eighteen 
months after inauguration of the service. ‘The suspension was not unexpected, 
as neither passenger nor freight traffic had developed satisfactorily; principal 
obstacles were the canpany's lack of success in obtaining Jidda-Cairo and Cairo- 
Jidda traffic rights and the unfortunate 'milkerun" nature of the routing, which 
at the start included yet another touch-down at Dusseldorf. KIM's Jidda sales 
office is being maintained in its present domtowm location, but the District 
Manager, a Dutch national, is being transferred to the canpany's headquarters 
in The Hague (Imbdes 113, October 28, 1961). 


Parker /{% fart 


ces AmConsul Dhahran 
" " for 2ndAirDiv 


ohh tt Yimagtud. Barut of 
COMI DEASTIO 4 f 
grees eplel/ Cavth/ 


Depariment passt Krab capitals, » Khartoum, Kuwait, 
London, Taiz, Tokyo, Damascus, Caracas 


| * 4.5 Saudi riyals (SR) = $1.00 U.S. | | 


UNCLASSIFIED 


For Department Use Only 


IS la CoN" t/ 


eenere ot OY fer SI easement reer 


, 


LIMITED OFFICIAL USE 


¢ . « eFOREIGN SERVICE DESPATCH 
. I05 


HANDLING INDICATOR 


FROM : AMCONSUL DHAHRAN 


TO : THE DEPARTMENT OF STATE, WASHINGTON. Novenpen I I96I 


be gi 
REF : GERP D-I8 LR " t 98 i96) 


‘ae Ea Ei eae eee oe 
N Zj23 


fe ec a 
alee ae ie 

Gea ae a Ue 
susect:  Fconomrc DEVELOPMENT - REPORT OF Arnamco's ARAB 


DeveLOPMENT DIVISION FOR I960. 
[~ “7 


amzrao 


Beorn UNCLASSIFIED 


I. Enwcbosep IS THE REPORT OF Aramco's ARAB 
DEVELOPMENT DIVISION FOR T960. THis DEPARTMENT 
HAS FOUR DIvIsrtons, Home OWNERSHIP, ConTRACTING, 
AGRICULTURE, AND TECHNICAL ASSISTANCE. 


2. fue Home OWNERSHIP PROGRAM AIMS TO MAKE 
TT? POSSIBLE FOR SAUDI EMPLOYEES OF THE COMPANY TO 
ACQUIRE SUITABLE HOUSES IN PLEASANT NATURAL 
communrrres. During I960, THE Home OwNERSHIP 
DrvrsIoN AIDED EMPLOYEES TO ACQUIRE 722 HOMES BY 
DISBURSING OVER NINETEEN MILLION DOLLARS IN LOANS. 
ACQUISITIONS BY THE END OF T1960 roraLeD 2,796 HOUSES; 
THE TARGET FOR YEAR-END [962 Is 4,000. As MIGHT 
BE EXPECTED, THE PERCENTAGE OF EMPLOYEES PARTICI- 
PATING IS GREATEST IN THE HIGHER GRADES BU? ONLY 
THE BOTTOM THREE GRADES HAVE VERY LITTLE INTEREST 
IN THE PROGRAM. 


3, Tue Home OWNERSHIP Drvrsrion CONTINUED TO 


DEVELOP FOUR NEIGHBORHOODS IN WHICH THE COMPANY, 
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: ACTS AS DEVELOPER AND ALSO HELPED LOCAL MUNICIPALITIES | 
IN ACTIVITIES RANGING FROM CITY PLANNING TO WATER WELL 
OPERATION. 


4, Benerrts or THE Home OWNERSHIP PROGRAM TO THE 
LOCAL ECONOMY INCLUDED THE PROVISION or aT Least I[,000 
JOBS DIRECTLY CONCERNED WITH CONSTRUCTION PLUS OTHERS 
INDIRECTLY CREATED, A DEMAND FOR LARGE QUANTITIES OF 
CONSTRUCTION MATERIALS, E.G., FOUR MILLION CONCRETE 
BLOCKS, AND A PERMANENTLY LARGER MARKET FOR CONSUMER 
GOODS AND SERVICES. 


5. Tue ConTRAcTinG DIviIsiIon, IN NEGOTIATING CON- 
TRACTS, URGES CONTRACTORS TO IMPROVE METHODS AND CAPA- 
BILITIES AND GIVES NECESSARY ASSISTANCE SO THAT ONE DAY 
COMPANY SUPERVISION OF THE JOB WILL NO LONGER BE. NECESSARY. 
In I960 acTIVE CONTRACTS DROPPED rrom 256 to 217 AND THE 
CONTRACTORS! ESTIMATED WORK FORCE rrom 4,100 ro 3,500 
men. LIMITED CYFICIAL USE COMMENT: Hrs DECLINE HAS 0C~ 
CURRED PARTLY BECAUSE OF THE REDUCTION In ARAMCO'S WORK 
FORCE BUT ALSO BECAUSE IT IS EASIER ror ARAMCO TO REFUSE 
TO RENEW A CONTRACT THAN TO RELEASE AN EMPLOYEE FOR LACK 
OF WORK. THE COMPANY WOULD PREFER TO USE CONTRACTORS 
RATHER THAN ITSELF DO WORK NOT DIRECTLY CONNECTED WITH 
OIL PRODUCTION AND REFINING. 
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6. Tue AREA FARMED IN COOPERATION WITH THE 
AGRICULTURAL DIVISION GREW BY 163 punums (puNUM = I, 000 
SQUARE METERS = ABOUT 2 acre) purine I960. VEGETABLE 
PRODUCTION UNDER THE PROGRAM GREW From aBour 650 THOUSAND 
pounps rn [959 To aBourT 74.0 THOUSAND POUNDS IN I960. 

7. THE Drvision BELIEVES THAT IMPROVED FARMING 
METHODS DEPEND ON A DECREASES. IN THE USE OF INEFFICIENT 
DAY LABOR AND A CONTINUING PROGRAM OF ADVIGE AND TECHNICAL 
ASSISTANCE TO THE FARMER. THe LACK OF STORAGE FACILITIES 
MAKES MARKETING PROBLEMS INEVITABLE. 


8; Tue TECHNICAL Assistance DIvISION CONTINUES TO 
PROVIDE TECHNICAL ADVICE TO NON-AGRICULTURAL ENTERPRISES | 
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BUT NOW REFERS REQUESTS FOR CONTINUING ASSISTANCE OR 
PROJECT STUDIES TO A LOCAL CONSULTING ENGINEERING FIRM 
WHICH IT HELPED ESTABLISH. DURING THE YEAR THE DIVISION 
ADVISED LOCAL MUNICIPALITIES IN TOWN PLANNING, HELPED 
LOCAL POWER COMPANIES IMPROVE THEIR SERVICE, WORKED 
TOWARD AN AGREEMENT BETWEEN ARAMCO AND TWO MUNICIPALITIES 
WHEREBY ARAMCO WOULD LOAN MONEY FOR WATER AND SEWAGE 
SYSTEMS, TRIED UNSUCCESSFULLY TO FIND INDUSTRIAL CON- 
SUMERS OF ARAMCO'S EXCESS NATURAL GAS, AND ADVISED 
SEVERAL TYPES OF BUSINESSES. 


9, Tar Deanran Evectric Suppuy Company DISTRIBUTED 
TEN MILLION KILOWATT HOURS OF ELECTRICITY In I960 com- 
PARED WITH SEVEN MILLIon In I959 wHILE THE AL-~KHOBAR 
Furcetric Supphy COMPANY GENERATED SIX MILLION KILOWATT 
Hours rn I960 coMPARED TO FIVE MILLIon In I959. 
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BEGIN UNCLASSIFIED 
1. Budgetary Matters Reoeiving Close Saudi Government Attention 


With the stert of the new Seudi fiscal year little more than a month away, 
key officials have been concentrating their attention on preparation of the 
national budget for the 1381-1362 fiscal year. Assisting the Cabinet members in 
this process have been the Government's prinoipal financial advisors from the 
International Monetary Fund, Messre Zaki SAAD and Anwar ALI, the latter having i 
served in Saudi Arabia since 1958 as Governor of the Saudi Arabian Monesary 
Agency. This activity has taken place almost exclusively in the capital city of 
Riyadh, to which numerous officials from other cities, including municipality 
heads as well as central government functionaries ‘stationed outside the capital, 
have been making "financial pilgrimages" with the aim of obtaining substantial 
allocations from the coming year's national revemes. The return to. Riyadh in 
the first week of November of Harold FOLK, IBRD-experienced economist who ently | 
beoame the Chief Expert of’ the Supreme Planning Board, is considered locally fo 
have been timed to afford him an’ opportunity.,to participate in discussions leading 
t lea { 


to the promulgation of the new budget in early December. oO 3 | 
On October 26 the government. announced new budget allocations totalling” = ; 
Th weer 8 
me OB 
olle/aan | 
REPORTER ae o4 , a | 
Are AGTION COPY — DEPARTMENT or staTE ss «§ SU) ES 


‘fhe action office must return this permanent record copy to DC/R files with an endorsement.of-action taken. . 


Soe sere Page 2. of 


[ CONFIDENTIAL | Encl. No.____— 
“(Classification)” Desp. No._131_ 
From__didda = 


SR 192.5 million * for expenditure in the present 1380-81 fiscal year which | 
expires December 6. An even SR 100 million were earmarked for debt repayment, 
with the remainder divided among several categories: , 


SR 20 million 


Roads e e e e e e e e e e e 

Riyadh Municipality projects ° e e e ° 16 “ 
Jidda Municipality projects . e ° ° ° e 5 " 
Defense . e e ° e e e e e e e 10 " 
Two Boeing 720B jet aircraft (partial payment) . 22.5 * 
Supplementary funds for Import Subsidies ° ie 45 " 
"Solving of Land Problems" (as yet unexplained ) 14.5 " 


Although part of this SR 192.5 million may have accrued from unanticipated oil 
revenues, mich of it is believed to comprise unexpended moneys previously 
budgeted but now being transferred from one expenditure category to another. 
Even so, it is clear from a recent Finance Ministry statement that a siaable 
portion of the 1380-81 budgetary surplus will be carried over into the new 
budget now being worked out (Embdesp. 123, November 2, 1961). 


2. Official Denial of Stories Published in Cairo Alleging Existence of 
Financial Crisis in Saudi Arabia 


An official communique broadcast from Radio Mecca on October 31 denied 
news stories emanating from the UAR which portrayed Saudi Arabia as a country 
facing financial disaster because of enormous debts to American oil companies 
and the flight of the currency's gold cover to foreign gold markets. The 
Saudi denial described the UAR allegations as lies and stated that in fact 
the country's total indebtedness had been progressively reduced from a figure 
exceeding SR 2 billion in 1958 to a sum of less: than SR 500 million at the 
present time, It was stated that even this latter figure would be reduced 
to zero within the next two years. An editorial in the Saudi Weekly Newsletter, 
published in the English language by the Direotorate General of Broadcasting, 
Press and Publications, deprecated the Cairo accusations as inviting only 
ridicule since they came "on the heels of a universally recognized eoonomic 
boom in Saudi Arebia''. The editorial olaimed that Saudi Arabia's eoonomio 
outlook was brighter than before "with the development of new sources of 
inoome", 


Comment: In truth there are no grounds for speaking either of a Saudi 
finencial crisis with accompanying flight of gold cover or of such fantasies 
as a domestic economic boom coupled with the achievement of new sources of 
incomes The exact amount of Saudi Government debts is unavailable, but there 
is no doubting the fact that planned and rapid progress has been made since 
1958 in repaying them. The country's currency cover is 100 per cent, about 
half in gold and half in convertible currenoies. Adequately enforced budgets 
and a stable ourrency have kept the national economy and commercial activity 
on an even keel in the last two years, tut the country is certainly not 
experiencing an economic boom--nor are any significant new sources of income 
on the horizon (Embdesp. 125, November 4, 1961). 


#* Saudi Riyals (SR) 405 = $1.00 0.8. | 
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END UNCLASSIFIED 


BEGIN CONFIDENTIAL 

The Embassy has learned from an authoritative source that the Saudi Govern- 
ment paid 15 million dollars on November 1 to three New York banks on outstanding 
loans obtained several years ago under Aramco guarantees. The payments were 
made several weeks in advance of the due dates, presumably with funds fron the 
supplementary budget allocations described above (Emb A-86, November 4, 1961). 
END CONFIDENTIAL 
BEGIN UNCLASSIFIED 


30 Visit of Venezuelan Oil Officials 


Five Venezuelan oil officials headed by the Minister of Mines and Hydro- 
carbons, Dr. Juan Pablo PEREZ ALFONZO, visited Riyadh and Dhahran October 23=26, 
thus occupying part of the period between the recent Third Arab League Petroleum 
Congress in Alexandria and the OPEC Conference in Tehran. Saudi Petroleum 
Minister Shaikh 'Abd Allah al-TURAIQI escorted the visitors to Riyadh where 
their schedule included an audience with King SAUD. 


END UNCLASSIFIED 
BEGIN CONFIDENTIAL 


At a Dhahran social gathering the Saudi Petroleum Minister commented to 
the American Consul General that Iraq, if it nationalized its oil industry, 
might be able to market oil with the ekd of the Soviet Union. The Minister 
seemed unperturbed by the possibility that this might lead to a petroleum 
price ware 


END CONFIDENTIAL 
BEGIN UNCLASSIFIED 


4e Petroleum Minister Accepts Invitation to Visit Japan 


Shaikh ‘Abd Allah al-Turaiqi was reported in the press to have accepted, 
with the King's approval, an invitation from the Japanese Government to visit 
Japan, The date of April 15, 1962 was tentatively set for the trip. 


Comments: The Minister has time and again hailed the concession agreement 
between the Japanese-owned Arabian Oil Company and the Saudi Government as an 
exemplary model for such contracts and has been a firm supporter of the Japanese 
company, which has had exceptional luck with its exploration program in the 
Saudi-Kuwait Neutrel Zone offshore concession (the 22nd successful well was 
brought in during the first week of November). 
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Publicity was given to plans being worked out between municipal authorities 
and the Supreme Planning Board for a. series: of civic improvements in the Holy 
City of Medina in the northern Hijaz. At an estimated cost of SR 6.5’ million 
the improvements are slated to include expansion of street lighting, opening ‘of 
new. streets, completion of a technical school, surfacing and landsoaping of ; 
certain thoroughfares, improvement of rainwater drainage facilities, and the 
construction of new marketplaces. . : 


Comment: The relative ease at the present juncture of obtaining funds 
from the central treasury for development projects has fostered a host of civic 
improvement schemes in widely scattered cities of Saudi Arabia. Although 
Supreme Planning Board approval is ordinarily needed before the funds are made 
available, actual construction proceeds with little if any interference from 
central government departments. The emphasis. in most cities is being placed 
on street and sewage projects. | 


6. Supreme Planning Board to Study Formation of Agricultural and 
Industrial Bank ; 


The acting Secretary General of the Supreme Planning Board announced that 
the concept of a state bank to encourage. agricultural ‘and industrial ventures — 
would be studied in the near future. He said that the Board had engaged the 
temporary services of a Pakistani national, Mr. 'AQUILI, and a UAR national, 

; Mr. Abu al~'IZZ, and that the two would arrive shortly to advise the board 

L on the matter in light of their on-the-spot study of local conditions. 


7 Hijaz Railway Committee Visits Saudi Arabia 


A party of 13 individuals including eight members of the Hijaz Railway “ 
fxecutive Committee arrived in Riyadh on October 30 from Amman for the stated "3 
purpose of meeting with King Saud and responsible Saudi officials to discuss , 

‘the bids submitted last summer by various international companies for rehabili- 
tation of the long-abandoned Ma'an-Medina line. Among the group were three 
officials of the Beoker Company, the committee's West German engineering 
consulting firm, as well as one UN and one Japanese official whose duties were 
not specified in the press. Local papers have kept readers informed of the 
whereabouts of the party, which by November 5 had moved on to Taif, Mecca, 

and Medina. an ; : 


Comment: Many local observers, who for some time have: felt that it was 
-only a matter of time before the: oonstruction contract would be awarded to the 
‘combine consisting of prominent Saudi contractor Mohamed BIN LADIN and a 
Japanese partner, are interpreting the committee's visit as proof that Bin Ladin 
is about to be offered the contract. The visitore accepted Bin Ladin's 
hospitality both in Riyadh and Taif and “@e presumed to have inspected certain 
of the Saudi contractor's active road and engineering projects along their route. 
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8, Saudi Government Increases Contribution to UN Technical Assistance | 


Mr. Hasan Mohamed HASAN, former Sudanese diplomat who in August of 1961 
became the UN Technical Assistance Representative for the Arabian Peninsula, 
mentioned in a brief local press interview that the Saudi Arabian Government 
had pledged $100,000 for overall UN technical assistance, including the 
Special Fund, during the coming year. This is twice the previous Saudi contri- 
bution. Mr. Hasan, who is resident in Riyadh, has been meeting with a wide 
range of Saudi officials to explain the ways in which the UN assistance program 
can expand its help to Saudi Arabia. 


9. Indian Textile Exhibition Opens in Jidda 


The inauguration of a. special textile exhibit at the India Showroom in 
downtown Jidda on November 1 drew a representative gathering of local govern- 
ment, business, and diplomatic figures. The exhibit features a selection of 
cotton, rayon, silk, and woolen articles supplied by 39 different Indian 
textile manufacturers, and is the first of a series planned to promote Indian 
sales in the local market. The India Showroom established its downtowm 
premises in 1958, but the present textile display is the first exhibit therein 
to be inaugurated formally by the Indian Embassy. 
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SUBJECT: Netherlands Trading Society Report for September 196 regarding } Nivities " 
in the Eastern Province; Aramco production up; newspaper attack on Dufah e 
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Transmitted herewith is the September market report of the 
Dammam branch of the Netherlands Trading Society to the bank's 
home office. This report is supplied to the Consulate General on i 
a confidential basis and should be treated as Official Use Only. - 


Summary of Report 


Local stocks of foodstuffs and building materials 
were large, sales were slow and prices tended to decline. 


; Arameo production rose to 1,468,339 barrels per Oe ; 
day. (ConGen comment: Production in October fell : 


back over ten per cent to 1,309,948 barrels per day.) 


65TH nc AIBN EELS FEET EEE 


' The text of an article from Al-Khalij al-Arabi, 
September 28, 1961, attacking the Netherlands for 
considering buying arms from Israel, is reproduced. 
(ConGen comment: Similar articles appeared in the 
other newspaper in the Eastern Province and in 
several other Saudi newspapers. According to the 
manager of the NIS for the Eastern Province he has been 
assured by leading local merchants that they have no 
respect for the local newspapers and intend to deal 
with the NTS as in the past.) 
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Market Repert.No. 83 


Exchange | 
Sama remains.a seller of U. S. Dollars at 4,.50,. some local banks sold 
U. S. Dollars to money changers at Le 50h Sterling went up further from 


12.63 to 12.66, the turn-over being negli ible. The Lebanese pound 
_continues steady and closed around 149 to 149% at the end of September. 


“Prades , : 
tne local market in foodstuffs and building materials remains dull, 
with most prices depressed and local stocks being considerable. The 


recent disturbances in Syria did not have any effect on the price level 
of the local market. 


Quotations of various commodities were .as follows:. 


dune July August. «© September 


Flour (American) (per 100 1bs): Ris. 14.50 13650 13650... 14.50 


Rice . (per 100 kgs) " She- 56e- 54-50 Shem 
Sugar (Polish) (per 100 kgs) " 60.- 60.— 52. 5l.- 
Coffee (Ethiopian) . (per 168 lbs) " 350... ccc. some: 290.= 
Tea wise Ape 25-Ube). Woce Bes gTS er: fhe 10.= 
Tron bars. (12-16 mm (per 1000 kgs)". 640.— - 6606= 6h0e~r-  64Oe= 


Cement, (Iraq _ - (per 100 bags) oe 550.—.. 600.— 5750= Bae 550.0 
The Aramco oil production in September again rose to bby e05001.72 
barrels (or 5.873.356 metric tons) against 42.010.815 barrels in August. 


The average daily production went up appreciably from 1.355.188 barrels 
a day in August to 1.468.339 barrels per day in September. 


Shipping 


‘The recently opened extension to the Dammam port is for the time 
being only used on a stand-by basis, as a result of organizational 
difficulties. 5 


General | ond . | 
‘The S.. Ae Government Water Scheme Committee en behalf of the J ie Saha 
and Alkhobar myited tenders for water works | ; 


<h 
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| and sewers for the two places. 


Tenders were also invited by the Dhahran Electric Co. for the supply 
of new turbines for their Dammam power plant. The extension of the power 
lines ® Qatif and surrounding areas is making good progress. 


The Arabian Gulf Newspaper of 28th September published the following 
article: 


Holland, Imperialism....and Zionism. Holland eccoce who does not 
know this detested imperialist name....-eHolland, from which the 
Muslims have very greatly suffered and met trouble and violence in 
Indonesia, Malaya and the Phillippines. 


A new front has been opened today against the Arabs, to whom 
Hollands bad intentions and hostile policy have been discovered. 
Holland was not satisfied with the hostilities against Arabs by 
means of the savage ways in the Indonesian continent, but it has 
now risen in front of us, saying: "I am your enelliVeore I am the 
supporter of Israel". 


The Dutch Defence Ministry has announced that General Mictchel 
Callombier, the Secretary General of the Dutch Defence Ministry has 
departed to Israel in accordance with an invitation received from 
the Israeli Government to attend the Israel Armed Military Forces 
Exercises, and to make 4 contract to buy Israel Tanks and Arms for 


the Dutch Army. 


This is the news with which all the hopes to improve our 
connections with Holland are also over, but what is your attitudeg;:. 
compatriot , towards Holland, and towards the Dutch organizations n 
our country? The economical ring which we have tightened around 
Israel must also be tightened by us around Holland and the Dutch ; 


Organizations. 
~--=-00000000===--- _ 
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1. Economic Agreement Signed between Syria and Saudi Arabia 


The November 10-16 visit to Saudi Arabia of a delegation from the 
Syrian Arab Republic resulted in the signing of an economic cooperation 
agreement between the two states. The text, made public on November 17, 
provides for the exchange of agricultural products and livestock without 
customs duties or licensing formalities’and for the exchange of industrial 
goods and natural-resource products at one-third of the normal customs 
rates or, in specified cases, with complete customs exemption. Other pro=- 
visions authorize complete freedom of capital movements and travel of | 
individuals between the two countries and, in principle, freedom of residence, 
employment, and economic activities. In addition to the signed agreement, 
the talks resulted in Syria's undertaking to carry out the necessarg-measures 
to secure the rights in Damascus of the privately owned Saudi Natidnal 
Commercial Bank and in Saudi Arabia's agreement to postpone to December 1963 
a Syrian payment otherwise due in December 1961 on a governmental loan 49 
a previous Syrian regime (Jidda despatch #143, November 25)6 ae a 

ly 

Comment: The new bilateral agreement is expected to take effest before 
the end of 1961, replacing the trade agreement signed in January 1961 between 
‘s United Arab Republic Northern Region and Saudi Arabia. In formvit is a 


olle/aan UNCLASSIFIED 
REPORTER oF se ee 


FS-439 Po 91 — 
coe For Department Use Only - To be Filled In on Yellow Original ONLY 


ACTION ACTION 
ASSIGNEO TO. : TAKEN : 


NAME OF OFFICER ; OATE OF OIRECTIONS 
@ OFFICE SYMBOL ACTION TO RM/R 


FORM 
6-61 


- 


Page __2___of 


a os Encl. No..——_____ 
_.... UNCLASSTPIED.... = 
(Classification) Desp. No.146_ 
From. 


standard trade and payments agreement and in substance appears. to be very 
similar to the Syrian-Iraqi economic agreement signed November 3, 1961. One 
result of the agreement may be a rapid influx of Syrian businessmen to Jidda 
and other Saudi cities. 


Nothing has been announced about the possibility of a new Saudi loan to 
Syria, which was rumored to have been among the objectives of the visiting 
delegation. 


2. Hijaz Railway Repair Award won by Saudi Contractor 


The official announcement of the award of the Hijaz Railway repair contract 
to the Saudi contracting firm of Shaykh Muhammad BIN LADIN, in conjunction with 
the Japanese company MARUBENI and the Spanish company FERROVIAL, was made on 
November 14. The winning bid was stated to be 80 million Syrian pounds (about 
25 million dollars), in contrast to the next lowest bid of 110 million Syrian 
pounds. The announcement said that work would commence shortly from both ends 
of the long-idle 844-kilometer rail line from Ma'an, Jordan, to Medina (Jidda 
despatch #142, November 26). 


Comment: This news confirmed the widely held local expectation that Bin 
Ladin would be granted the contract. The possessor of the largest assortment 
of contracting equipment in the country, and the winner of most major highway 
construction projects in Saudi Arabia in recent years, Bin Ladin has extremely 
good connections with the Sandi Government and Royal Family and is a figure to 
reckon with in most public tenders involving construction work. Because of 
past difficulties encountered here in completing projects on schedule and the 
problem of financing, there is considerable skepticism in Jidda that the Hijaz 
Railway project will move forward very rapidly. 


3. Aramco Production Dowm in October 


Crude oil production by the Arabian American Oil Company (Aramco) averaged 
1,309,948 barrels per day during October, for an 11 per cent decrease from 
September production. The company's average daily output of crude oil for the 
first ten months of 1961 was 1,384,997 barrels, representing a production 
increase of 13 per cent over the same period of 1960. 


Ras Tanura refinery throughput was 262,583 barrels per day during October, 
which brought the average throughput for the year to date to 247,719 barrels 
per day. This represents an increase of 13 per cent over the 1960 ten-mon 
refinery run. 


4. Aramco Initiates Offshore Sales of Asphalt 


Aramco announced that its first sale of asphalt outside Saudi Arabia was 
made in the last week of October, consisting of 24,000 barrels shipped to Saigon, 
Vietnamese Previously the company's entire asphalt production has been delivered 
to domestic outlets. Asphalt output has been expanded since the installation 


Tanura plant. These changes doubled the plant's capacity and provided for 
simultaneous production of two grades of asphalt. 


ae 1959 of high-capacity centrifugal pumps and new piping in the company's Ras 
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- 5. Saudi Delegation Attends Asian Rail Conference 


A three-man Saudi delegation left to attend the third Asian Railway Conference 
in New Delhi November 13-15, according to a local press report. The delegates 
were 'Abd al-Rahman TURKI, Rashid al-MUBARAK and Isma'il 'AKIF, all employees 
of the Saudi Government Railroad. 


6. Air Liban Increases Caravelle Service to Jidda 


Air Liban, which since August 1961 has operated one Caravelle and one ne-6 
service each week between Jidda and Beirut, has anndunced the immediate replace- 
ment of the DC-6 flight by a second Caravelle service. Jidda-Beirut air travel 
is fairly heavy by area standards, and Air Liban's principal competitor is 
Middle East Airlines which operates one Comet and one Viscount service weekly. 
It is expected that in early 1962 Saudi Arabian Airlines will be in a position 
to replace its own piston services on this route with Boeing 720B aircraft, 
thereby making this route even more competitive than at present. 


7. American Business Visitors 


The log of the Embassy's Economic-Commercial Section shows the following 
list of American business and banking visitors thus far in November, the month 
which traditionally marks the beginning of Jidda's winter visiting season. 


C. A. ANDREAS, American Standard Products 

William G. BRINKLEY, Motorola Overseas Corporation 

Marvin CAMPEN, California Chemical International, Inc. 

R. Ro HSLBURN, John Fabick Tractor Company 

William DALES, Philip Morris Cigarette Company 

Charles R. KECK and Charles B. FERGUSON, Aero Service Corporation 
Morton LAPAYOVER, Dakota Fabrics Company 

William D. MOSELEY, Wyeth International, Ltd. 

Ralph A. VIERNO, American Cyanamid Company 

Toby EB. G. BRUNNER, Bank of America (Beirut Representative's office ) 
Robert E. LEE, Irving Trust Company 

James J. THACKARA, Vice President, The Chase Manhattan Bank 


For the Ambassador: 


Richard H,. Hawkins, Jr. 


Counselor of Embassy 
ec: Amconsul Dhahran 
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